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"..and by all means send for a copy of GUARANTY 'S oil and gas booklet” 


Many attorneys have found our booklet, “Oil and 
Gas Interests,” of great practical help in drafting wills 
and trust agreements for their clients. 

High income taxes, coupled with the depletion 
allowance on oil and natural gas holdings, have led 
many people to acquire interests in land, royalty 
interests, leases, or other possible sources of income 


from the “fossil fuels.” 


GUARANTY 


TRUST COMPANY OF NEW YORK 


Capital Funds in excess of $400,000,000 


140 BROADWAY 

FIFTH AVENUE AT 44th ST. 
MADISON AVENUE AT 6Oth ST. 
40 ROCKEFELLER PLAZA 


Member Federal Deposit Insurance Corporation 





Perhaps the investments of many of your clients 
include oil and gas holdings. If so, you may want 
to review their present wills or trust agreements to 
make sure they supply adequate fiduciary powers and 
authorities in this intricate field. Our own experi- 
ence in the petroleum industry may prove helpful 
when the time comes to draft dispositive provisions 
for the protection of your clients and their heirs. 

In the meantime, we will be happy to send youa 
copy of “Oil and Gas Interests,” which contains sug- 
gested clauses covering mineral and royalty interests, 
operating instruments, ancillary representation and 
attorneys-in-fact, and other items. Call or write for 


your complimentary copy. Address Dept. T-1. 
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When you speak of “‘my doctor,” 
“my pastor,” or “my banker,”’ it is 
because you have established a close 
relationship, through frequent con- 
sultations, with each of these men. 


A similar relationship of confidence 
and mutual understanding with your 
lawyer, is equally important. 


Nowadays, a complex framework of 


Personal Trust Department 
30 BROAD ST., NEW YORK 15 


THE TRUTH ABOUT LAWYERS 


law embraces nearly all important 
business and personal moves. In the 
preparation and periodic review of 
your Will—just as in the purchase of 
property and the negotiation of busi- 
ness agreements—always consult your 
lawyer. The truth is, your lawyer’s 
understanding and professional skill 
can help you avoid costly errors and 
add greatly to your peace of mind. 
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. The 31st Western Trust 
Conference, held in the City of Roses — 
Portland, Oregon — Oct. 10-11, will ap- 
propriately include discussions of Timber 


Cover Picture . . 


and Ranchland management in estates or 
agency agreement, for the Columbia River 
valley is one of the earth’s most fertile 
lands and equable climates. Proceedings 
will be specially reported for TRUSTS AND 
ESTATES for publication in November. From 
virgin forest frontiers to atomic energy 
plants the Pacific Northwest typifies the 
virile nature of both American people 
and industry. Its natural beauty is well 
synthesized in the Indian word Rainier: 
“The Mountain that was God.” 

Photo courtesy Union Pacific Railroad 
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CORRESPONDENCE 





Life Insurance and Inflation 


[Ep. Note: The address by this title 
in the June issue (p. 545) provoked a 
number of complimentary and deroga- 
tory comments from readers of Mr. 
Reginald Kayler’s remarks. Following 
are representative letters. | 


I want to indicate how fine was the 
article by Reginald Kayler in the June 
issue of your publication. He really hit 
the nail on the head and pounded it 
home! 


Sumner Rodman, C.L.U. 
Boston, Mass. 


Several gross misstatements are made, 
which I want to call to your attention, 
knowing that you make a great deal of 
effort to provide factual, well-docu- 
mented material in your magazine. Mr. 
Kayler states: 


“T have always carried in my inter- 
view file a one page table of statistics 
prepared by the American Bankers 
Association, covering the 150 year pe- 
riod from 1800 to 1950. As a basis for 
comparison, the dollar was valued at 
100 cents in 1800. There have been 
many cycles in the purchasing power 
of the dollar during that period but 
at no point has one cycle gone more 
than 20 years in one direction before 
reversing the trend. The value of 
the dollar has intersected the par 
value line no fewer than 10 times in 
the 150 years. The last time the pur- 
chasing power of the dollar was ex- 
actly 100 cents was in 1943.” 


I knew on the face of it that a large 
part of this statement could not be true 
— so I procured from the ABA the 
chart to which he refers. 

The index of 100 cents is not for 
the year 1800 as Mr. Kayler led us to 
believe, but the average for the entire 
period of 1800 to 1950. Naturally, an 
average line will have the year by year 
lines producing that average both above 
and below it, but the line is crossed not 
10 times as Mr. Kayler states, but a 
total of only 6 times. 

(Continued on page 1044) 
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CLOSER MARGINS OF ERROR are necessary 
for a company to meet the competition and 
keep costs within reason, and business 
machines offer one of the main avenues of 
attaining this goal. This point was empha- 
sized by president Coleman and executive 
vice president Eppert of Burroughs Corp. 
in the course of the 5th Trusts & Estates 
Investment Seminar. See page 964 for re- 
port of the meeting, which describes new 
concepts that automation is bringing to 
the entire economy as well as to its com- 
ponent industries, banking and other 
services. 





"PROBABLY MORE REMARKABLE THAN ANY OTHER 
division of banking" is the way A.B.A. 
president Erle Cocke characterized the 
growth of trust services, in a surprise 
visit to the meeting of the Association's 
trust division at the annual convention 
last month. This is one of many straws in 
the wind that is blowing more favorably 
for trust departments...More presidents 
and other commercial officers and direc- 
tors are inviting trustmen to the head 
table — whereas in years past so many oc- 
cupied the institutional dog-house. That 
is a sign of recognition of the trust de- 
partment's invaluable services to business 
and professional customers, and of the 
better profit that comes with business- 
like cooperation of all bank departments 
eveeeeelne newly elected vice president of 
the Bankers Association — Lee P. Miller, 
president of Citizens Fidelity Bank & 
Trust Co. of Louisville — was formerly a 
trust officer and head of the trust de- 
partment, as was Richard Chapman of Bos- 
ton, who withdrew in favor of Mr. Miller. 
The New York State Bankers Association has 
now endorsed for 1958 vice president of 
the national association another trustman, 
John W. Remington, president and former 
head of the trust department of Lincoln 
Rochester Trust Co. A clean sweep for the 
trustee-trained executives as helmsmen of 
the nation's banking fraternity. 


LIFE UNDERWRITERS’ FEARS THAT USE OF IN- 
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SURANCE in deferred compensation programs 
had been seriously curtailed by the Tax 
Court's decision in the Casale case have 
now been allayed as a result of reversal 
by the Court of Appeals. The lower tri- 
bunal had held that premiums paid by a 
corporation for a policy on the life of 
its principal stockholder, coincident with 
an agreement to pay him an annuity, con- 
stituted dividends taxable to him. (See 
p- 1057.) 


CASE HISTORIES FROM THE PROBATE COURT of 
Genesee County (Mich.) reveal examples of 
"Disbursement" by individual guardians and 
unnecessary expense in estate administra- 
tions which would have been avoided had a 
trust department been named. Writing in 
this issue (p. 976), Judge Frank Mc- 
Avinchey recites specific instances of the 
value of banks as guardian and executor. 


A CHECKLIST OF THE ESTATE AND GIFT TAX 
consequences of short-term and controlled 
trusts has been prepared (p. 968) to aid 
readers who may have seen a great deal 
written on the income tax results of so- 
called Clifford trusts but little on the 
impact of the other two possible levies. 


JOINT VENTURES AND FACILITIES are pro- 
viding new opportunities for industrial 
development by small as well as large conm- 
panies in many fields from atomic energy 
to zirconium experimentation. Joint use, 
even financing, of research facilities has 
been common practice and regional organi- 
zations like those of utility companies 
for building of multimillion dollar nu- 
clear power plants have accomplished jobs 
impossible or too expensive for any indi- 
vidual concern. The move has now taken on 
very specific applications, for such va- 
riety as: 


Chemical Salt Production Co. (organ- 
ized by Pennsalt Chemical Co. & Hooker 
Electrochemical) for developing inland 
Salt supply...... 


TRUSTS AND ESTATES 








ith 


the 


\X 
ed 
id 


= 
1e€ 
Se 


O=- 


com- 
sy 


has 


ni=- 


obs 
idi- 
1 on 
ja- 


pgan- 
,oker 
aland 


‘STATES 


I ah i teal 





Royal Precision Corp. (Royal McBees 
& General Precision Equipment Corp. ) 
for electronic office equipment pro- 
duction and sales.... 

Olin-Mathiesen Chemical and Revere 
Copper & Brass formed a company to 
build aluminum and power plants and 
one to construct and operate barges. 

Food Machinery & Chemical, with Ten- 
nessee Gas Transmission formed Petro- 
Tex Chemical Corp. and FM&C, with 
American Potash and National Distil- 
lers joined to make high-energy fuels, 
as did Hooker and Foote Mineral Co. 

A major integrated nuclear metals 
company was parented by P. R. Mallory, 
Sharon Steel and National Distillers 
& Chemical. 

Goodrich-Gulf Chemicals, Inc., com- 
bines two major facilities for auto- 
motive tire and other plastic produc- 
tion. 

Tying in with foreign facilities are 
such companies as W. R. Grace with 
Pechiney of France for Silicon production, 
Olin-Mathieson with Atanor of Argentina 
for agricultural chemicals, and recent 
automobile companies’ tie-ins with Ger- 
man, English, French and Italian auto 
makers for U.S. distribution. 

Pooling of patents (as by R.C.A. and 
I.B.M.) is another variant, while increas- 
ing costs of oil production resulted in 
"unitization" or cooperative drilling of 
wells to salvage oil in old wells. 

Spurred by the late war, by expensive 
exploration or development costs in many 
fields, the Joint Venture or cooperative 
laboratory, production and distribution 
machinery arrangement may mark the pro- 
gressive companies where such undertakings 
provide better product or lower cost. 


NEWS OF ESTATE AND TRUST AFFAIRS has 
been appearing with considerable fre- 
quency in papers and magazines throughout 
the country in recent months, examples of 
which have been reported in this column. 
This is part of a widening public interest 
in Estate Planning, Pension and Common 
Trust funds, and Investment. Until recent- 
ly few cities outside the dozen New York 
or So major financial centers boasted of 
a Single newspaper with anything resem- 
bling a financial section. In New York 
sity, only last month did one of the larg- 
est — the Journal-American — introduce 
complete stock-bond tables.........AS one 
oublisher aptly commented: "More circula- 
tion has been lost by failure of news- 
papers to keep up with reader interests 
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and tastes than by any price boost." What 
many publishers have not yet recognized, 
however, is the fact that literally mil- 
lions of people now have a pocket interest 
in financial affairs, particularly relat- 
ing to investments. Wooing of smaller 
Stockholders by corporations, extension of 
employee sSaving-investment and the 
"M.I.P." plan, the great growth in pension 
trusts, the availability of Common Trust 
Funds, the popularity of Finance Forums 
provided by banks and investment firms, 
and the formation of an estimated 11,000 
Investment Clubs have stimulated a vast 
new — and news — interest in finance. 


THREE PER CENT OF THE PEOPLE IN THE U.S. 
paid approximately half of the Federal in- 
come taxes collected on 1954 returns, data 
on which were recently released. Some 6 
million taxpayers, with adjusted gross 
incomes of over $7,000, provided $14 of 
the $26.7 billion total tax. The 543,000 
taxpayers (1% of total number) who had in- 
comes of $20,000 or more accounted for 
$6.6 billion in taxés, or more than the 38 
million taxpayers (68%) with incomes of 
under $4500....Though so many owe so much 
to so few, Congress does not interpret 
much public appreciation from the fact, 
Since it takes at least half of all in- 
comes over $18,000. This in spite of the 
fact that a maximum 50% rate would have 
reduced this revenue only two per cent in 
1955. 


SIGNS POINT TO MORE BANK MERGERS as the 
larger banks spread out to suburbs or com- 
petitive locations and smaller banks are 
hard pressed for adequate staff or even 
top executives to carry on. The develop- 
ment or application of machinery to more 
and more clerical or routine functions of 
banking gives an advantage to those banks 
large enough to afford automation through 
the more complicated machines....More 
news is being made, however, by consolida-— 
tion of very large banks — like the pro- 
posed unification in Los Angeles to create 
the sixth largest bank in the nation — 
and by the acquisition of outlying banks 
for branches. Interesting developments — 
including legislative — can be expected 
in '58. 

THE MEDIAN INCOME FIGURE for United 
States families in 1956 was $4,783, an in- 
crease of 8% over the 1955 median. Approxi- 
mately 8% of the nation's 43,000,000 
families had incomes of $10,000 or more 
and 2% had incomes of $15,000 and up. 16% 
of the families had incomes under $2,000. 


961 











ABA Elects Welman, Miller, Kennedy 


Joseph C. Welman, president of the 
Bank of Kennett (Missouri) was elec- 
ted president of the American Bankers 
Association at its 83rd annual conven- 
tion held in Atlantic City, N. J. during 
the last week of September, with more 
than 7,000 delegates in attendance. Lee 
P. Miller, president of the Citizens Fi- 
delity Bank and Trust Co., Louisville, 
was chosen vice president and heir ap- 
parent to the post to which Mr. Welman 
was elevated. 

Elwood F. Kirkman, president of The 
Boardwalk National Bank of Atlantic 
City, was elected treasurer. 

Mr. Welman, with the Bank of Ken- 
nett since 1925 (except for two years 
in the Navy) was president of the 
Missouri Bankers Association in 1948- 
49 and has served on many A.B.A. 
committees, including the Country Bank 
Operations Commission, being chair- 
man from 1954 to 1956. 

Mr. Miller, head of the trust depart- 
ment of Citizens Fidelity Bank and 
Trust Co. before becoming president in 
1949, has been identified for many 
years with the work of A.B.A. legisla- 
tive committees, particularly in the 
field of taxation. He has been chairman 
of the Committee on Federal Legisla- 
tion, and of its Subcommittee on Taxa- 
tion. He served on the Committee on 
Taxation of the Trust Division of the 
A.B.A. for 11 years and was chairman 
for four years. He was a member of the 
Trust Division’s Executive Committee 
for three years. 

The 1958 convention of the Associa- 
tion will be held in Chicago, on Sep- 
tember 21-24, it was announced by Mr. 
Welman. 


Trust Division Elevates Kennedy, 
Bethel, Worthington 


Walter Kennedy, president of The 
First National Bank of Montgomery, 
Ala., was moved up to the presidency 
of the Trust Division. Holder of B.S. 
and LL.B. degrees from the University 
of Alabama, Mr. Kennedy practiced law 
in Birmingham, and then served as as- 
sistant trust officer of The First Na- 
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tional Bank of that city from 1929 to 
1935 when he joined his present bank 
as officer. He served as a Second Lieu- 
tenant during World War I, and as a 
Lieutenant Colonel in the Air Force 
during World War II. Mr. Kennedy 
was president of the Alabama Bankers 
Association in 1954-55, and has been a 
member of many committees of the 
American Bankers Association as well 
as of the Trust Division. He is a mem- 
ber of the American Amateur Artists’ 
Association. 

Carlysle A. Bethel, vice chairman of 
the board and senior trust officer of the 
Wachovia Bank and Trust Co., Wins- 
ton-Salem, was advanced to the vice 
presidency of the Trust Division. He is 
a former chairman of its Committees on 
Employees’ Trusts and on Taxation. 

Succeeding Mr. Bethel as Chairman 
of the Executive Committee, and thus 
in line for the presidency in 1959, is 
Charles W. Hamilton, vice president 
and trust officer, The National Bank of 





CARLYSLE A. BETHEL 





CHAS. W. HAMILTON 


Commerce, Houston. New members of 
the Executive Committee for a three- 
year term are: Thomas H. Beacom, 
vice president The First National Bank 
of Chicago; John D. Hartman, vice pres- 
ident and trust officer The Poudre Val- 
ley National Bank of Fort Collins, 
Colo.; Arthur B. Pfleiderer, vice pres- 
dent Detroit Bank & Trust Co.; Charles 
G. Young, Jr., senior vice president and 
trust officer City National Bank and 
Trust Co., Kansas City, Mo.; and 
Charles F. Zukoski, Jr., executive vice 
president and trust officer The First Na- 
tional Bank of Birmingham, Ala. 


Year’s Work 


Projects to illustrate the kind of work 
being done by the Trust Division’s com- 
mittees were cited by outgoing president 
Thoburn Mills, who is vice president of 
The National City Bank of Cleveland. 

Costs and Charges: Conducted a na- 
tional survey to determine what is being 
done and what needs to be done to keep 
them in reasonable balance. Sixty-four 
per cent of the trust departments re- 





Walter Kennedy (right) newly elected pres- 
ident of the Trust Division of the American 
Bankers Association, being congratulated by 
Thoburn Mills, retiring Division president. 


sponding to the questionnaire indicated 
that they would welcome outside help in 
instituting a cost survey within their 
own departments. The Committee is now 
considering ways of providing this 
assistance. 

Employees Trusts: Has suggested to 
the Commissioner of Internal Revenue 
important changes in the proposed regu- 
lations covering the estate tax provi- 
sions of the Internal Revenue Code of 
1954 with respect to profit-sharing trusts. 
The Committee has also made sugges- 
tions to the House Ways and Means 
Committee covering the exemption from 
the stock issuance tax of participations 
in qualified pension trusts in a pooled 
common investment fund. The Com- 
mittee is also working on a Statement 
of Principles concerning employee bene- 
fit plans. As the existing Statement of 
Principles of Trust Institutions does 
not adequately cover this field. 

Fiduciary Legislation: Is preparing a 
model statute to permit the creation of 
a mutual investment fund and has also 
been working on the following legislative 
matters: microfilm statute to permit 
destruction of original trust records; 
uniform supervision of trustees for 
charitable purposes act; legislation for 
the handling of businesses in _ trust: 
model act to exempt employees’ trusts 
from the operation of the rule against 
perpetuities; and a statute to validate a 
bequest or devise made by will to an 
existing trust. 

Handling Businesses in Trust: Is 
busily working on the man-sized task of 
writing a book on this subject. 

Common Trust Funds: Has published 
its third edition of the “Common Trust 
Funds Handbook.” 

Trust Investments: Has just revised 
the booklet, “Laboratory on Trust ‘n- 
vestment Problems.” The Committee is 


TRUSTS AND ESTATES 














res: 
can 


ent. 


ges- 
eans 
rom 
jons 
oled 
‘om- 
ment 
yene- 
it of 
does 


ng a 
mn of 
also 
lative 
ermit 
ords; 

for 
n for 
trust; 
trusts 
yainst 
late a 
to an 


t: Is 
ask of 


lished 
Trust 


evised 
st in- 


ttee is 


STATES 








also working on the study of sources of 
information on institutional investment 
policy. This Committee has prepared a 
series of investment case studies to be 
published in six issues of the “Trust 
Bulletin” beginning with the issue for 
September. Each study sets up a hypo- 
thetical investment problem and then 
gives several answers prepared by Com- 
mittee members. 


Statistics: Is weighing all angles of 
the proposal to gather trust statistics on 
a national basis. It is believed that such 
a study will disclose policies and trends 
in fiduciary investment, the extent of in- 
vestment responsibility which corporate 
trustees exercise, what they are doing in 
the capital market, and the amount and 
growth of personal trust business 
handled by corporate fiduciaries. 


Relations with Life Underwriters: Be- 
lieves with the Committee on Relations 
with Trust Officers of the National As- 
sociation of Life Underwriters that it is 
particularly desirable to include attor- 
neys and accountants in the membership 
of existing councils that do not now 
offer them membership, as well as in 
new councils. There are now 86 Life 
Insurance-Trust Councils and Estate 
Planning Councils in 36 states, the Dis- 
trict of Columbia, and Canada. Of the 
324 officers of all Councils, 109 are 
trustmen, 108 life underwriters, 59 at- 
torneys, and 48 accountants. Sixty of 
these Councils are Estate Planning Coun- 
cils and include attorneys and account- 
ants in their memberships. 

Mr. Mills’ predecessor from Cleveland 
in the office of Trust Division president 
was Frederick H. Goff, president of The 
Cleveland Trust Co., and creator of The 
Cleveland Foundation—the pioneer com- 
munity foundation in the country. At the 





Trust Division President’s Cup 
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end of his term in 1914, he was pre- 
sented with a silver cup “in appreciation 
of his outstanding service to the Trust 
Company Section.” For 43 years, Mr. 
Mills said, this cup has been in the 
possession of the Goff family. After Mr. 
Goff's widow’s death last fall their son 
wished to present the cup to Mr. Mills 
as the incumbent, but he accepted it for 
the Trust Division, on condition that 
the names of all of the 43 successors to 
Mr. Goff be inscribed on it and that 
it be handed down through the succes- 
sion so long as there remained room for 
additional names. 


Strong on Stocks 

“Equity ownership as a permanent 
part of our investment fabric” was re- 
affirmed by Benjamin Strong. president 
of The United States Trust Co. of New 
York. Mr. Strong, it will be recalled. 
made a forceful argument before the 
Trust Division meeting three years ago 
for common stocks as an essential com- 
ponent of fiduciary accounts of all 
types, an argument of particular per- 
suasiveness because of the importance 
and varied nature of the accounts man- 
aged by his institution. 

The speaker demolished the theory 
of a beneficial “creeping” inflation and 
the ownership of equities as a means of 
combatting it, asserting that their use 
rests on a more dependable base. Trus- 
tees have the duty and privilege of guid. 
ing their investment cargoes as eco- 
nomic winds and tides dictate, hence 
experience and judgment are of the 
essence. Mr. Strong stated that the 
standing of corporate trustees has been 
vastly increased by their performance 
over the last ten to twelve years and 
that their background for sound invest- 
ment decisions cannot be duplicated. 
He likewise stressed the need for bank- 
ers, as custodians and active partici- 
pants in industry for their beneficiaries, 
to assume an active role in guiding the 
political life of the country. (See p. 996 
for extension of Mr. Strong’s remarks. ) 


Organizational Changes Announced 


The following changes in the provi- 
sions for the executive management of 
the Association were approved by the 
Executive Council: 


1. There is established a Manage- 
ment Committee consisting of the 
president of the Association, who will 
be chairman; its elected vice presi- 
dent; its treasurer; its executive vice 
president; its executive manager; and 
its senior vice president. The man- 
agement Committee will serve under 
the policies and direction of the Ad- 
ministrative Committee. 





2. The president of the Association 
will be its chief executive officer. 

3. The office of executive vice 
president (formerly occupied by the 
late Dr. Harold Stonier) is reereated, 
and Merle E. Selecman hag been 
elected thereto. Mr. Selecman will also 
continue as executive manager, pend- 
ing election of a new executive’ man- 
ager. 

4. The senior vice president (a 
newly created office) will have charge 
of the activities of the Washington 
office. 

Members of the staff given new or 
additional titles are: 

William R. Kuhns, editor of the 
Association’s magazine, Banking, was 
named a senior deputy manager. 

Rudolph R. Fichtel was advanced 
from assistant director to director of 
the Public Relations Council. 

Robert G. Howard, assistant to the 
executive manager, was named direc- 
tor of the News Bureau effective 
January 1. 

Dwight J. Townsend, assistant di- 
rector of the News Bureau, was made 
associate director. 

Dr. Murray G. Lee, secretary of 
the Economic Policy Commission, was 
given the additional title of assistant 
director of the Department of Mone- 
tary Policy. 

Christian F. Schnell was named 
assistant counsel of the Association. 


DeVol Heads C. L. U.’s 


Eugene C. De- 
Vol, C.L.U., gen- 
eral agent in Phila- 
delphia for the 
National Life In- 
surance Co. of 
Vermont, was 
elected president of 
the American So- 
ciety of Chartered 
Life Underwriters at the annual meeting 
in Detroit last month. Mr. DeVol is a 
past president of the Philadelphia C.L.U. 
chapter and of his company C.L.U. as- 
sociation. Miss Lillian G. Hogue, C.L.U., 
of Detroit, was elected secretary of the 
Society, the first woman to become an 
officer of the organization, which com- 
prises 104 local C.L.U. chapters across 
the country, with membership of 4,307. 

The. other officers of the Society 
elected by mail ballot are: First Vice 
President, William H. Andrews, Jr., 
C.L.U., manager in Greensboro, N. C., 
for Jefferson Standard Life; Second Vice 
President, Robert L. Woods, C.L.U., 
general agent in Los Angeles for Massa- 
chusetts Mutual Life; and Treasurer, 
Frederick W. Floyd, C.L.U., general 
agent in Gloucester City, N. J., for the 
Life Insurance Co. of Virginia. 


E. C. DEVoL 
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Panel Members: 


Clarence von Glahn, 

Brown Brothers Harriman & Co. 
Frederick J. Millett, 

The Hanover Bank 
John F. Adams, 

Manufacturers Trust Co. 
Donald Kyle, 

Morristown (N.J.) Trust Co. 
H. S. Valentine, Jr., 

Philadelphia National Bank 
W. R. K. Taylor, 

United States Trust Co. 





ORE HUNDREDS OF MILLIONS OF 

dollars are being spent each year 
for business machines and their supplies 
as business and especially governmental 
demands put increasing pressure on the 
one out of seven workers in this coun- 
try listed as “clerical.” It is a long day 
since a single man or a small group 
spent all but a few seconds of working 
time in making or distributing their 
wares, entering a brief note in a dog- 
eared notebook or putting the cash in 
their pocket. 

Almost everything we do—or have 
done for us—from the press that prints 
the birth certificate form to the photo- 
copier that duplicates the last will and 
testament, is dependent on paper or 
motivated by it. And to the amazing 
point today—as Mr. Coleman remarked 
—where the paper itself initiates or re- 
sponds motivation, as in the case of 
the so-called “magnetic” ink on checks 
which “appeal to” the electronic im- 
pulse of a Computer or sorting machine. 

Taxes may not be popular or duly 
appreciated by many individuals or 
business people, but they have further 
widened the market for manufacture of 
paper and the implements by which it 
is made to record the great events and 
the minuteae of current history. 


*Held in New York City, Oct. 3, 1957. 
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Recording the World's Work 


BUSINESS MACHINES 
and AUTOMATION 


Trusts AND EstTATEs 5th Investment Seminar* 


with JoHN S. COLEMAN, President 
and Ray E. Eprert, Executive Vice President 
BURROUGHS CORPORATION 





Expediting Commerce 


“Automation” is a recognized neces- 
sity for efficiency and competition of 
factory production; it is becoming so 
in the nation’s offices as more speed is 
required and problems get more com- 
plicated. Even the weight of sheer vol- 
ume, as in bank check clearing and 
dividend paying, assures the extension 
of automation so that the clerk has as 
imposing an array of tools as his con- 
temporary in the modern factory. And 
there have been many examples of the 
ability of an electronic computer to 
out-think the human brain. 

In still another arena, of great size 
and greater potentials, is the robot re- 
placing old-fashioned control methods. 
The movement of goods and carriers 
has been enormously expedited by elec- 
tronics, from the coding and classifica- 
tion of way-bills to the railroad freight 
classification yards where the proper 
track is selected electronically for each 
car. Guided missiles, already one of 
the biggest programs ever developed 
for military defense, should lead the 
way to peacetime applications that will 
be revolutionary, perhaps first in mail 
or small parcel delivery. 


A Promising Genius 


While Burroughs Corp. has built a 
number of integrated automated sys- 
terms—as illustrated in the subsequent 
cut of the “220”—Mr. Eppert pointed 
out that the really widespread use of 
such equipment, or the appropriate 
parts thereof, would come as the thou- 
sands of mechanical methods and pro- 
cedures of finance and industry were 
adapted or reconstructed to their use. 

The Computer is the genius of the 
electronic family, but each member has 
an independent life and use of its own, 
and as such is adaptable to any size 


bank or business or research organiza- 
tion, or wherever coding and classifica- 
tion are desired. But Mr. Coleman dis- 
pelled the illusion that the Computer is 
a sort of Frankenstein or super-human 
brain; “it is really the dumbest, be- 
cause it is a rote operation. That 
doesn’t it can’t do marvels in 
hair-trigger time. The point to keep in 
mind is that most any clerical operation 
outside the sphere of judgment can be 
organized for electronic intake and out- 
put—if you know the language. At pres- 
ent it is “alpha-numerical,” which still 
covers a vast paper territory. 

As the illustrious and inventive Gen- 
eral Sarnoff said a few months ago: 
“When I first hitched my wagon to the 
electron fifty years ago. only a starry- 
eyed dreamer could have foreseen many 
of the things we now take for granted. 
. . | am convinced that these scientific 
triumphs will be eclipsed by amazing 
things to come in the next twenty 
years.” He predicted the translation of 
one language into another by electronic 
device and the automatic metamorposis 
from speech to type or print, as ex: 
amples of these new horizons in compu- 
tation, recording and communication. 


mean 


The Closer Margin for Error 


The economic factor of controlling 
influence in business today is the ris- 
ing cost of producing a billet, a bullet 
or a record thereof. Since 1950, it was 
noted, the net profit of our total busi- 
ness establishment has been about ihe 
same, so that while sales generally have 
risen handsomely, the profit per sales 
dollar has fallen. This means that busi- 
ness must operate on a closer margin 
of error! 

Not only does the pressure toward 
bit-by-bit inflation and rising labor 
costs continue to concern management 
in this competitive economy, but the 
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Datatron applies weights to sale price for 
each of 500 stocks, in about a minute turns 
out a new hourly market index. 





current social trend forces business to 
adopt policies and tools that will make 
work easier as well as more productive. 
Business machines have a star role to 
perform in releasing employees from 
much of the repetitive and monotonous 
clerical work for development of the 
technological know-how that seems to 
be in ever-increasing demand, as one 
“break-through” after another occurs in 
the scientific, engineering and educa- 


tional fields. 


Besides the closer margin-for-error 
that is required for business progress, 
or even survival, there is much advan- 
tage to be gained from having company 
or industry data available at the first 
opportunity and arranged quickly in 
proper relationships or comparisons. 
The “fluidity” of modern commerce and 
industry is such as to pay a premium 
on automatic data processors. 


Care or Cure of Gremlins 


Speaking of speed and accuracy of 
manual, mechanical and _ electronic 
methods, Mr. Coleman remarked that 
there are still some Pixies that have to 
be worked out of the newer products 
and processes or materials, but that 
where a misfire occurs, automatic reject 
will take place, or if the machine’s 
lemperament is disturbed by a mis- 
laced hairpin or such it will give a 
listress signal. He related the occasion 
when play-back of a speech recorded 
m magnetic tape produced a long 
olank. It was assumed that someone 
nad inadvertently walked by with a 
nagnetic object that drew the sound 
off by changing the polarity, but there 
are yet forces to be explored in some 
phases of electronic development (such 
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as magnetism) just as there were 
“sremlins” in airplanes during the 
early days of the last War. There is 
the companion problem of creating 
legal and customer acceptability of 
such records, or “recallable memory,” 
as there was for microfilming. 


At first the size of an average 
room, certain control systems have 
been whittled down to cabinet dimen- 
sions through use of such inventions as 
the tiny transistor, the printed circuit 
or magnetic ink. Not magnetic at all, 
such ink actually contains a substance 
that “accepts” the electronic charge of 
the machine which reads the check or 
other written code in a fraction of a 
second as it scans the paper. 


Trust Applications 


An interesting part of the discussion 
naturally centered around the applica- 
tions and possibilities of electronic and 
automation processes to personal and 
corporate trust departments and at an 
early point brought out the principle 
that planning must go well before the 
installation, as all parts must fit to- 
gether and be adapted to the techniques 
of the machines. It takes about two 
years between the time, for example, 
when order for paper and equipment is 
given and depositors’ checks using 
“magnetic” ink can go into electronic 
processing. At this point it was noted 
that the impulse from reading such ink 
can be hooked up to print from a cor- 
related adding or accounting machine. 
The faculty for sorting, reading, tab- 
ulating and routing checks make this 
process most adaptable for such volume 
operations as dividend paying, just as 
the computer should find great utility 
in pension and profit sharing trust 
accounting. 





The job is to tie in electronic or elec- 
tro-mechanical to manual machines, or 
bring about a marriage of the new com- 
puting and classifying and recording-re- 
porting equipment so as to get fullest 
time- and cost-saving. Also to keep them 
employed as fully as possible for econ- 
omy. That it is most practicable for 
trust departments (often in conjunction 
with other banking operations) is the 
finding of those who have studied the 
subject, as has Herbert Corey of the 
First National Bank of Boston, who 
stated before a trust conference that 
“any applications susceptible to punch- 
card techniques would be adaptable to 
electronic systems,” and that “studies 
thus far give definite indication that ter- 
rific savings can be made in overall 
costs” from such automation. 

It was further noted that while folding 
may make punch-card checks unaccept- 
able to the machine, the magnetic ink 
paper of electronic usage can withstand 
such abuse — and paper is easier and 
cheaper to work with. 


Custom to Standard Building 


The adding, billing and bookkeeping 
machines and cash register are the 
cornerstones of business throughout the 
world, and will continue to expand to 
more corner stores or supermarkets and 
more corners of the earth as nation 
after nation becomes more _ industrial- 
ized. And as electronic machines and 
automation processes have become more 
widely applied the custom job of yester- 
day is becoming the assembly-line prod- 
uct of today with substantially lower 
costs. Burroughs Corp. is putting heavy 
expenditures into the research, testing 
and productive equipment necessary to 
put these clerical and analytical robots 
to work in the bush leagues as well as 
in the world series. 









Display of business machines at 1956 National Business Show, New York Coliseum. 
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Burrough is an outstanding example 
of an established business with a domi- 
nant position in its field which for years 
coasted along contentedly, paying out 
close to 90% of earnings, running a one- 
horse stable and ignoring research. Es- 
tablished in 1888 as the Burroughs Add- 
ing Machine Co., its earnings started to 
shrink under increasing competition 
after World War I, a state which persist- 
ed until the end of the second World 
War. When new management took over 
in October 1946, the need for facelifting 
was obvious and the results have been 
outstandingly notable, although, as is to 
be expected, the full rewards to the own- 
ers are still unrealized. 

To detail improvements would be im- 
possible, but from 1946’s 10,000 em- 
ployees producing $40 million in sales, 
the company today employs 33,000 
people to staff 33 plants and sales and 
service facilities around the world. 1956 
volume was slightly under $275 million 
which it is believed, will be upped to 
about $290 million for 1957. Besides 
the Datatron and other products first 
delivered in 1956, there are several ma- 
jor items of equipment — Sensitronic, 
Auto-Reader (bank proof), Cardatron 
and Datafile are examples—which will 
supplement the automated Systems and 
produce revenue for the first time in 
57 and 758. Looking ahead, company 
projections call for continuing dynamic 
growth as electronic installations find 
ever greater business application, and a 
revenue of $500 million is expected by 


1962. 


Company Set-Up and Expansion 


Management has combined internal 
growth with acquisition of outside com- 
panies. The motive here was not merely 
dollar expansion but rounding out its 
line of machines and supplies to provide 
complete services to bank and business 
record keeping which would cover a 
broad range of needs. For example, the 
Burroughs Division produces a full line 
of adding, calculating, cash register and 
accounting machines ranging from the 
simplest mechanical models to those 
combining mechanical and _ electronic 
operation and some entirely electronic. 

Then the Todd Division produces 
bank checks and safety papers, check 
writers, business forms, printed and 
lithographed materials, also carbon 
papers, ribbons and inks. The Electro- 
Data Division embraces the medium 
sized Datatron computer, as well as the 
necessary electronic devices to control 
and complement its operation. The Inter- 
national Division accounts for overseas 
business. Finally, the Defense Division 





is extremely important, embracing, as it 
does, building of guidance controls for 
the ICBM project, as well as other clas- 
sified activities. 

Perhaps a note on defense operations 
should explain that, although the profit 
margin is minimal, the company stands 
to benefit markedly through its knowl. 
edge when certain restricted devices or 
methods become commercially available. 
Although the motive is patriotic, the ef- 
fort to solve complicated problems is 
evolving ingenious manufacturing meth- 
ods which will reduce production and 
operating costs, as well as assure longer 
and more accurate operation when em- 
bodied in commercial uses. 

The ElectroData Division is the third 
ranking manufacturer of electrical com- 
puters. Acquisition of this company 
during 1956 obviated the need of years 
of research and brought with it a com- 
petent scientific staff. Although selling 
(or leasing) costs in this field are large 
and preparation of proposals for pro- 
spective users. time-consuming, Bur- 
roughs sees a tremendous market devel- 
oping as the imperative need for accur- 
ate business data as a basis for manage- 
ment decision grows. The fact that their 
Datatron sells in the $150-$350,000 
range gives it an edge over larger and 
more costly competitive units for nor- 
mal needs. Auxiliary devices for print- 
ing, storage of facts and recording are 
likewise manufactured. For simpler re- 
quirements, a desk-sized electronic com- 
puter in the $35-$45,000 bracket — the 
Series E — is provided. 


Preparation, Not Plug-In 


With the traditional Burroughs con- 
nection with the financial world, it is 
natural that roughly half of all the com- 
pany’s business machine volume goes in- 
to that area. The developing demand for 
automated equipment to cope with per- 
sonnel problems and swelling check vol- 
ume, as well as all types of paper work, 
will bring about ever increasing use of 
such devices. Some ten billion checks are 
said to be processed annually in this 
country and estimates place the 1960 vol- 
ume at 14 billion and a flood of 20 bil- 
lion by 1970. The solution must lie in 
automatic systems and this will apply 
not only to the largest correspondent 
banks in Central Reserve cities but to all 
but the smallest institutions. Ths blocks 
out a tremendous sales potential. 

It is not a question of ability to in- 
stall automatic equipment as much as it 
is to decide whether a bank can afford 
not to do so in the face of rising waze 
scales for inefficient clerical help and 


(Continued on page 983) 
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and the grant punch board 


This is a nuclear reactor. And neu- 
trons from the tons of pure uranium 
metal inserted in these holes produce 
radioisotopes — the strange and won- 
derful prizes of the atomic age. 

While these man-made radioactive 
materials have been available for only 
a short time in commercial quantities, 
they have already found a wide range 
of uses—in industry, in agriculture 
and in medicine where radioisotopes 
have practically replaced radium in 
the treatment of cancer. 

Every day new uses are being found 
for uranium in nuclear power devel- 
opments. To meet these present and 
future needs, Anaconda has developed 
reserves of millions of tons of urani- 
um ore. These reserves, together with 
new ore processing methods pioneered 
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by Anaconda at its Bluewater, New 
Mexico plant, have made Anaconda 
America’s leading producer of ura- 
nium concentrate. 


Other Anaconda products are also 
contributing to the expanding use of 
nuclear energy. Many are used in the 
actual production of radioisotopes, 
while Jead—another metal produced 
in large quantity by Anaconda—is em- 
ployed as radiation shielding where- 
ever radioactive material is present. 


Anaconda’s role in nuclear energy 
is typical of the way in which its ex- 
tensive line of non-ferrous metals and 
metal products—the broadest combi- 
nation offered industry today—is con- 
tributing. to America’s growth and 
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Estate and Gift Tax Consequences of 


HORT- TERM AND CONTROLLED TRUSTS 


DAVID G. KAY 





Assistant Trust Officer, Union Commerce Bank, Cleveland, Ohio 


HILE CODIFICATION OF THE CLIF- 

ford Regulations! has put into 
sharp focus the income tax “do’s and 
don’ts” with respect to short-term and 
controlled trusts, the over-all effective- 
ness of these trusts cannot be accurately 
measured without careful consideration 
of the attending estate and gift tax con- 
sequences. These results differ depend- 
ing upon (1) variations in measuring 
the term of the trust; and (2) varia- 
tions with respect to powers reserved 
or retained? by the grantor, either alone 
or in conjunction with others. The pos- 
sible combinations of powers reserved 
or retained and the variations available 
with which to measure the term of a 
trust are almost legion. On the other 
hand, the effectiveness, tax-wise, of 
relatively few of that legion have been 
tested in litigation with the Govern- 
ment; consequently, the estate and gift 
tax paths remain to some extent un- 
charted. 

Analysis of the following income tax 
saving trusts demonstrates how varia- 
tions may alter application of the fed- 
eral estate and gift taxes.* 


Variations in Measuring Term 
of Trust 


The manner in which a trust term 
is limited—in years, or lives, or a com- 
bination—will determine how the in- 
come and remainder interests will be 
valued for estate and gift tax purposes. 


1L.R.C., Sec. 673-678. 


2Gift Tax: I.R.C., Sec. 2511; Estate Tax: Secs. 
2036, 2038. Sec. 2036 reads: 

“The value of the gross estate shall include the 
value of all property ... to the extent of any in- 
terest therein of which the decedent has at any 
time made a transfer . . . by trust or otherwise, 
under which he has retained for his life or for any 
period not ascertainable without reference to his 
death, or for any period which does not in fact end 
before his death . . . — (2) the right, either alone 
or in conjunction with any person, to designate 
the persons who shall possess or enjoy the prop- 
erty or the income therefrom.” 


8For application of estate, gift and income taxes 
to other specific dispositions, see Warren & Sur- 
rey, Federal Estate & Gift Taxation, The Founda- 
tion Press, Inc. (1956) pp. 394-400. Also see in 
general: Warren & Surrey, supra pp. 303 et seq.; 
Casner, Estate Planning, Little, Brown & Co., 
(2nd Ed. 1956) Ch. V.; Craven, The Gift Taz, 
Practising Law Institute, (1956) pp. 64 et seq.; 
Lewis, The Estate Tax, Practising Law Institute, 
(1957) pp. 27 et seq. 
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1. A establishes a trust, paying the 
income annually to B for ten years. 
At the end of the tenth year, the corpus 
is to revert to A, or his estate. 

Gift Tax: Completed gift of the 

value of the income interest trans- 

ferred to B, as computed by reference 
to Table 2, Regulations 108, Sec. 

86.19 (f) (3) .4 

Estate Tax: 

(a) If A dies during the term, tax 

will be assessed on the full value of 

the corpus, minus the value of the 

outstanding income right vested in B 

under the terms of the trust. 

(b) If A survives the term, corpus 

reverts to him and if retained is in- 

cludible in his estate. 

2. A establishes a trust, paying the 
income annually to B for ten years. 
At the end of the tenth year, or upon 
the death of A, whichever should earlier 
occur, the corpus is to revert to A, or 
his estate.® 

and 

3. A establishes a trust, paying the 
income annually to B for ten years. At 
the end of the tenth year, or upon the 
the death of A, or B, whichever should 
earlier occur, the corpus is to revert to 
A, or his estate.® 

Gift Tax: Completed gift of the value 

of the income interest transferred to 

B, as computed by reference to Table 

38 of the U. S. Life Tables and Actu- 

arial Tables 1939-41, Regulations 108, 

Sec. 86.19(f) (5).7 

Estate Tax: Corpus reverts to the 

estate, subject to full tax. 

Considered above are only reversion- 
ary trusts, where “the term is the thing” 
and valuation of interests the only vari- 

4Proposed Reg. 25.2512-5(c) and (f). 

5Assume compliance with Reg. 1.673(a)-1(b). 


®Tbid. 
7Proposed Reg. 25.2512-5(e). 


able. In reserving or retaining powers 
of control, however, the problem in the 
application of estate and gift taxes is 
not confined to one of valuation. A re- 
served or retained power can determine 
not only the extent to which these taxes 
will be applied, but more important, be- 
cause they determine whether the trans- 
fer is a “completed” one, the time at 
which taxes will be applied. 


Variations with Respect to Powers 
Reserved or Retained 


The Regulations state that “. . . in 
every case of a transfer of property 
subject to a reserved power, the terms 
of the power must be examined and its 
scope determined.”§ 

4. A establishes a trust, paying the 
income annually to B for ten years, re- 
mainder to B, or his estate. A retains 
the power to invade corpus for the 


benefit of B. 


Gift Tax:9 Completed gift of the in- 
come interest transferred to B. Com- 
pleted gift of the remainder interest. 
Regulations 108, Sec. 86.3(a) .10 
Estate Tax: 

(a) If A dies during the term, tax 
will be assessed on the full value of 
the corpus.11 In Comm. v. Holmes’ 
Estate, 326 U.S. 480 (1946), Lober 
v. U. S., 346 U.S. 355 (1953), and 
Struthers v. Kelm, 218 F. 2d 810 (8th 
Cir. 1955), the estate tax was predi- 
cated upon the fact that the trans- 
feror retained the power to terminate 
the trust by anticipating distribution 
of principal. Such a retained power 
makes both income and remainder in- 
terests taxable, even where these in- 
terests are “vested” under state law, 
and vested in the same person.12 

(b) If A dies after the term, no in- 


SReg. 108, Sec. 86.3(a). 


®°Gift tax conclusions 
“‘probable.’’ 


in this Section II are 


lo“A gift is not considered incomplete, however. 
merely because the donor reserves the power to 
change the manner or time of enjoyment.” Pro- 
posed Reg. 25.2511-2(d). 


“Section 2038. is aplicable to any power affect- 
ing the time or manner of enjoyment of proper 
or its income, even though the identity of the 
beneficiary is not affected.’’ Proposed Reg. 20.2038 
1(a)-3. For a discussion of the overlap betweer 
I.R.C. Sec. 2036 and 2038, see Lewis, The Esta 
Tax, supra pp. 61-638. 


< 


12Tf, however, retention of a power to acceler- 
ate or increase an interest in the property trans- 
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terest is includible in his gross Gift Tax: Completed gift of the in- (b) If A dies after the term, no 1n- 
estate.18 come interest transferred to B,!® in- terest is includible in his gross 
‘ complete gift of the remainder. estate.?1 


4A. A’s power to invade the corpus 


for the benefit of B is limited by the 




















“A gift is also incomplete where 








6A. A’s power to invade the corpus 














(b) If A dies after the term, no in- 

terest is includible in his gross 

estate.?3 

7. A establishes a trust, paying the 
income to B for ten years, remainder to 
B, or his estate. A retains the power to 
accumulate income and add it to the 
corpus. 


Gift Tax: Completed gift of the in- 
come interest transferred to B, com- 
pleted gift of the remainder interest. 
Regulations 108, Sec. 86.3(a)?4 
Estate Tax: 

(a) If A dies during the term, tax 
will be assessed on the full value of 


28See Footnote 13. 


*%Proposed Reg. 25.2511-2(d). 


the corpus. In Estate of Cyrus C. 
Yawkey, 12 T.C. 1164 (1949), and 
Comm. v. Bridgeport-City Trust Co., 
124 F. 2d 48 (2 CC 1941) cert. denied 
316 U.S. 672 (1942), the estate tax 
was predicated upon the fact that the 
transferor retained the power to ac- 
cumulate the income and add it to the 
corpus of the trust estate. 

(b) If A dies after the term, no in- 
terest is includible in his gross 
estate.25 


8. A establishes a trust, paying the 
income to B, a minor child of A’s. When 
B attains the age of 21, or at B’s earlier 
death, the remainder to C, or C’s estate. 


>See Footnote 13. 





























I 5 -@* ¥ fg iY 2 
a > uey f aN ] 
s y: a ey . 
“ = 
by ag ¥ 





Local Listening Post—1908 World Series 


In pre-radio, pre-TV 1908, Los Angeles baseball fans converged 
on the corner of Third and Los Angeles Streets for a new thrill: 
the reporting...play-by-play...of the World Series games in far- 
off Chicago and Detroit. The plays were megaphoned to the 
crowds from the Dyas-Cline Sporting Goods store as the reports 
clicked in rapid Morse from a special telegraph installation. 
(Final score: Chicago Cubs 4 games, Detroit Tigers 1.) 

The first World Series was played in 1903—the same year 


Security-First National Bank 
established its Trust Department. 
Today, this Bank is providing 
experienced, dependable Trust 
service for the grandchildren of 
its early customers. 


Head Office: Sixth & Spring Sts. 
Telephone MUtual 0211 


TRUST DEPARTMENT 


ECURITY- FIRST 


NATIONAL BANK 


OF LOS ANGELES 
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A retains the power to accumulate jn. 
come and add it to corpus. 


Gift Tax: No completed gift of the 
income interest. Gift tax on distribu- 
tion of income to B will be assessed 
in the year of distribution. Regula- 
tions 108, Sec. 86.3(a).26 Completed 
gift of the value of the remainder in- 
terest.27 

Estate Tax: 

(a) If A dies during the term, the 
entire interest is includible in 
gross estate.28 

(b) If A dies after the term, no in- 
terest is includible in his gross 
estate.29 


his 


The lack of integration and correla- 
tion of the estate and gift taxes is pat- 
ent. We have yet to arrive at a point 
where inter vivos transfers will involve 
no more than a single taxable event 
to which only one or the other tax will 
apply. 

On the affirmative side, this lack of 
correlation can perhaps be used to the 
practitioner’s advantage by working 
with trusts that will shift income to a 
donee, still, because of certain powers 
retained, avoiding any immediate gift 


tax on the valuation of the transferred 
interest.°° 

The most certain thing of all: when 
approaching the problem of short-term 
and controlled trusts, “due care” on the 
part of the practitioner would seem to 
be just the beginning of his responsi- 
bilities. 


Proposed Reg. 25.2511-3(f). 


27Query as to how the remainder interest will be 
valued. The taxpayer will have the burden of prov- 
ing that the remainder is less than the full value 
of the corpus. 


*8See Rev. Rul. 57-366 I.R.B. 1957-32, p. 20, to 
the effect that the value of property transferred 
by a donor to himself as custodian for a minor 
donee, pursuant to the provisions of the model 
custodian act, adopted by a number of the states, 
is includible in the donor’s gross estate for Federal 
estate tax purposes in the event of death, while 
acting as custodian. Citing Holmes’ Estate and 
Lober supra. 

2°See Footnote 13. 


30Consider these dispositions suggested in War- 
ren & Surrey, supra pp. 398, 401. 

A establishes a trust, paying income to his wife 
for life, remainder to X, or his estate. A, as trus- 
tee, retains the power to apply the income of the 
trust to or for the benefit of his wife’s necessary 
living expenses. 

A establishes a trust, paying income to B for 
life, remainder to X, or his estate. A retains the 
power for the duration of B’s interest to invade 
corpus for the benefit of A’s adult children, ©, D, 
and E, limited by an ascertainable standard. 

It is suggested that in each of the above situa- 
tions, the grantor may be able to transfer an in- 
come interest without any payment of gift 
at the time of transfer. 


A A A 
@ David Weintraub, vice president and 
trust officer, Bank of the Southwest, 
Houston, was guest speaker for the 
October 2d meeting of the Optimist “lub 
of Pasadena. His subject was “How Is 
Your Will?” 
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BUT YOURE NOT: 
That’s why we think you ll want to read this 


URING 1956, The First National Bank of 
Chicago served as Executor under more 
wills than ever before. These wills ranged 
from a half page to a 47-page one—and bore 
dates as early as 1925 and as late as 1955. 
Altogether they represented over half a 
million dollars in fees earned by the attorneys 
who drew these wills and represented The 
First in probating the estates. 

These attorneys had recommended The 
First to their clients because they knew the 
estates involved would receive the com- 
petent administration they deserved. And 


these attorneys also realized The First’s long 
and diversified trust experience saved their 
own valuable time while assuring their clients 
workable estate plans. 

Mutual benefits such as these are why it 
has always been The First’s policy to direct 
clients with estate problems to see their own 
attorneys. And why these attorneys are 
retained when the wills are probated by 
The First. 

When you're faced with estate planning 
problems, why not come in and talk it 
over with our Trust Officers? 


The Trust Department 


First National Bank of Chicago 


Dearborn, Monroe & Clark Streets + Building with Chicago since 1863 


MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION 








Planning the Disposition of 





Employee Death Benefits 


AWYERS AND TRUST OFFICERS ARE 
| eras aware of the opportunity to 
pass property to succeeding genera- 
tions, free of estate tax, by means of 
trusts. However, this opportunity is be- 
ing neglected in the area of employee 
death benefits under pension and profit 
sharing plans, deferred compensation 
plans and various forms of life insur- 
ance under employee plans, with respect 
to which the customary designation of 
payment. is directly to the widow or 
other beneficiary, either in a lump sum 
or in installments. 

While such payments may be free of 
Federal estate tax, if they derive from 
a qualified employee plan, are payable 
to a beneficiary other than the employ- 
ee’s estate, and are attributable to em- 
ployer contributions,! they will, to the 
extent that they enlarge the estate of 
the beneficiary, be includible in the 
taxable estate of the beneficiary. And 
death benefits which do not qualify for 


1Section 2039(c), I.R.C. 1954. 

Concerning the estate taxation of life insurance 
under qualified employee plans, the proposed regu- 
lations (Reg. 20.2039-1(d) and 2039-2) provide 
that life insurance proceeds are excluded from the 
general and exemption provisions of Section 2039, 
but are taxable under Section 2042, dealing specifi- 
cally with life insurance. This was probably the 
Congressional intent, in view of the fact that Sec- 
tion 2039(a), the general taxing provision, ap- 
plies to “an annuity or other payment receivable 
by any beneficiary by reason of surviving the de- 
cedent ... (other than as insurance under policies 
on the life of the decedent).’’ While this phrase in 
parentheses was omitted from Section 2039(c). it 
would seem that, since the exemptions set forth in 
Section 2039(c) were intended only as exemptions 
from the general provisions of Section 2039(a), 
life insurance was intended to be excluded entirely 
from the scope of all of the provisions of Section 
2039, and that Section 2039(c) could not have been 
intended to exempt life insurance from the tax 
under Section 2042. However, the matter is not 
entirely free from doubt in view of the following 
language in Section 2039(c). 


“Notwithstanding the provisions of this section 
or of any provision of law, there shall be excluded 
from the gross estate the value of an annuity or 
other payment receivable by any beneficiary (other 
than the executor) under 


(1) an employees’ trust (or under a contract 
purchased by an employees’ trust) forming part 
of a pension, stock bonus, or profit-sharing plan 
which, at the time of the decedent’s separation 
from employment (whether by death or other- 
wise), or at the time of termination of the plan 
if earlier, met the requirements of Section 401 
(a).” Italics added. 


*The credit for any tax on prior transfers, if 
the beneficiary dies within ten years after the em- 
ployee, under Section 2013 of the Internal Revenue 
Code of 1954, is a reducing credit with the pass- 
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estate tax exemption under Section 
2039(c), such as death benefits under 
non-qualified plans, death payments un- 
der qualified plans which are attribut- 
able to the employee’s own contribu- 
tions and death benefits under deferred 
compensation arrangements, will have 
to pass the gamut of more than one 
death tax. This is a basic consideration 
if the terminal goal of the employee is 
preservation of his estate for his chil- 
dren or other ultimate beneficiaries, 
after meeting the requirements of his 
widow or other intermediate benefici- 
aries. 

Under present conditions which se- 
verely limit the accumulation of an 
estate from earnings, the prospective 
estates of many executives will consist 
largely of the death benefits under em- 
ployee plans. Yet the post-death pro- 
jection of such benefits is generally 
treated as something of a collateral and 
incidental character. The analysis of 
any estate, which is substantial enough 
to have immediate or deferred estate 
tax implications, should properly in- 
ing of time, and is not available if the prior trans- 
fer qualified for the marital deduction. 


If the death benefit is subject to income tax in 
the hands of the recipient, as will be true of prac- 
tically all payments other than life insurance pro- 
ceeds, the deduction of the estate tax attributable 
to such death benefit, under section 691(c), will 
serve at best to recover only that portion of estate 
tax represented by the top income tax bracket of 
the recipient — and where the income is subject 
to capital gains rates, under Section 402 (a), will 
result in recovery of a maximum of 25% of the 
estate tax. 


With respect to life insurance proceeds, which 
are subject to estate tax but not income tax, there 
will of course be no deduction for estate tax. 


tegrate in the program the death bene- 
fits under any employee plan. Further- 
more, if the client’s dispositive inten- 
tion is preservation of principal for 
remaindermen, the indicated trust in- 
terposition should be applied to such 
benefits. 


Non-Tax Benefits 


Equally as important as tax saving 
is a consideration of the possible ad. 
vantages of trust administration of 
death benefits as compared with direct 
payment thereof. The use of the trust 
vehicle, whether or not it is indicated 
for estate tax reasons, may be advisable 
or essential to provide those functions 
traditionally thought of in connection 
with other types of assets. A lump sum 
payment of the death benefit carries 
with it the risk of dissipation or poor 
investment management by the widow 
or other beneficiary. And, payment of 
the death benefit as an annuity or in 
installments does not provide the flex- 
ibility and response to the varying and 
uncertain family requirements. 

On the other hand, a trust of the 
death proceeds can serve to husband 
resources during periods when they 
may not be needed, and to provide 
availability of funds to meet expected 
or emergency needs. Such dispositive 
powers, with respect to the principal 
and income of the trust, and such trus- 
tee investment and other powers can be 
used as will be calculated to carry out 
the settlor’s purposes. Adequate provi- 
sions for trust remainders can be made, 
including if desired, non-taxable powers 
of appointment to the widow. 

In this connection, the serious con- 
tingency of the death of the widow 
before the children have grown up can 
be met, at least in its most critical 
phases, by a trustee endowed with ade- 
quate powers. Thus, by the use of a 
trust, we can substitute for the un- 
planned payment of an _ employee’s 
death benefit a rational program for 
management, use and disposition there- 


of. 
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Use of Inter-Vivos Trust 


The trust can be either testamentary 
or inter-vivos. The latter has the ad- 
vantage of being free of probate and 
administration expenses and, in most 
jurisdictions, free from claims of cred- 
which attach to estate assets. 
Furthermore, as already stated, one of 
the requirements of estate tax exemp- 
tion for a death benefit under a quali- 
fied employee plan is that the payment 
must be made to a beneficiary other 
than the employee’s executors. 

There is considerable danger that a 
payment to a testamentary trustee will 
be subject to claims of creditors and 
that it will not qualify for estate tax 
exemption.® 

Accordingly, the trust administration 
of employee death benefits may be best 
effectuated by an inter-vivos trust or 
trusts. Such trusts, preferably created 
with a nominal corpus, will be author- 
ized, among other things, to receive 
death benefits or other property that 
may be designated by the settlor and 
will contain the necessary and desirable 
provisions for the administration and 
disposition of the trust. 

Income tax, as well as other consid- 
erations, may indicate the desirability 
of using more than one inter-vivos trust. 
Income tax economies may thereby be 
effected both with respect to the re- 
ceipt of the death benefit payments and 
the income thereafter earned by the 
trusts. Thus, if there is more than one 
trust, and the trustees of each trust are 
designated to receive a portion of the 
death benefits, the resulting aggregate 
income tax to the several trusts will be 
smaller than if received entirely by one 
trust, in every case where the receipt 
of the payment is subject to ordinary 
income tax rates. Even in the case of 
a lump sum payment subject to capita! 
gains rates under Section 402(a) (2). 
the tax will be smaller if the inclusion 
in income of one-half of the amount 
received by the respective trusts will 
result in an aggregate increase in in- 
come tax of less than the maximum 
25'¢ alternative capital gains rate. 

In addition, accumulation of trust in- 
come, where the law of the jurisdiction 
permits it, will result in income tax 

ivings. Where there is only one ac- 
cumulation trust, the resulting income 
ax will ordinarly be lower than if the 
widow had directly received the death 
Senefit and invested it; and accumu- 
ition by several trusts will further re- 


itors 





‘In re Kenin’s Trust Estate, 343 Pa. 549, 23 A. 
2d 887. Nossaman, ‘Trust Administration and 
axation,” page 104. , 
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duce the income tax. The use of inter- 
vivos trusts may be illustrated simply 
as follows: 

An employee, who is a member of 
a qualified employee plan, has a wife 
and three infant children. He creates 
three revocable trusts. The death bene- 
fit under the employee plan is desig- 
nated to be paid to the three trusts in 
equal shares. The income of one trust is 
to go to his wife, and, after her death, 
to child A, either for life or with such 
distributions of principal to child A 
as may be desired. The wife will also 
be the primary income beneficiary of 
each of the other two trusts, with re- 
mainder interests therein to child B and 
child C, respectively. The wife may be 
given a limited and non-taxable testa- 
mentary power of appointment. Discre- 
tionary powers to accumulate income 
and invade principal can be provided 
and, of course, the various contingen- 
cies with respect to premature deaths 
and alternative beneficiaries will be 
covered. The separate trusts can be cre- 
ated in separate trust instruments or 
in one. Where separate trusts for mem- 
bers of an indeterminate class are de- 
sired, such as the children surviving the 
settlor, one trust instrument will be re- 
quired, providing for an equal division 


of the corpus into separate trusts, at 
the death of the settlor, for such sur- 
vivors. 

Perhaps the most important aspect 
of bringing up the question of trust 
administration of death benefits is that 
it will often call attention to the lack 
of any planning with respect to a sub- 
stantial or major portion of the em- 
ployee’s resources and serve as the 
focal point of a planned program. The 
planning with respect to such death 
benefits should be undertaken while the 
client is still actively employed, be- 
cause the change of status at retirement 
er retirement age, or death prior there- 
to, will usually be accompanied by cer- 
tain inevitable tax consequences and a 
serious loss of freedom of action.* 


4For example, a lump sum payment at retire- 
ment, rather than an annuity, may be inadvisable 
for an executive with a substantial estate, because 
of the unnecessary augmentation of his taxable es- 
tate by the receipt thereof while living — even 
though such payment is subject only to capital 
gains rates. Similarly, an executive who continues 
in employment after his normal retirement date 
should consider postponement of any pension pay- 
ments, otherwise payable, until his actual retire- 
ment or prior death. Revenue Ruling 57-260. 
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@ Welfare benefits by private industry 
have increased from 1% of the wage and 
salary bill in 1929 to more than 6% 
in 1956. 
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Business Insurance — When One Partner 






Is Uninsurable* 


OW MANY PARTNERSHIPS HAVE 

been convinced of the need for 
insured funding of a Buy and Sell 
Agreement and given up the idea with 
regret because one member is unin- 
surable? 

Even where one partner is rated the 
deal often falls through, perhaps be- 
cause they agree that the cost of insur- 
ance on the rated partner is “too much” 
or “unfair” somehow to the non-rated 
partner who must bear the premium. 

Here, of course, a logical approach 
will dispel any ideas of this nature. If a 
partner is rated, it is because it is un- 
likely that so many premiums will be 
required. More crudely, the fellow who 
pays the heavier premium has a better 
chance of collecting the death benefit. 

The insurance company has no in- 
terest in being “unfair” to either, and 
in our experience ratings are rarely 
unjustified. 

Where one partner is definitely un- 
insurable at any rate at all, misery ap- 
pears to love company to the extent that 
these cases frequently founder. 

The standard procedure where the 
deal does carry through is to insure the 
life of the insurable partner and set up 
a sinking fund with the amount which 
would have gone to pay for the insur- 
ance on the life of the other had he 
been insurable. 

R. N. Bray, CLU of Toronto writing 
in his company magazine advances an 
ingenious suggestion which somewhat 
parellels split dollar. 

Instead of setting up a separate fund 
in the case of a partnership which had 
decided on term cover when one is 
found uninsurable, the balance which 
would normally go to the separate fund 
would go to the contract on the insur- 
able life making it a higher premium 
permanent contract. 

Let him continue in his own words: 

“To see just how this would work 
out, you'll recall that we were initially 
talking about premium on Jones of 
$137.40 per year and on Jennings of 
$157 per year—total of $294.40 per 
year. At the younger man’s age, 40, I 
found that we could provide close to 
$11,500 of our Super Select Life insur- 
ance for about this same figure. 

“Thus, we could split the premium. 
The younger man would pay just what 

*Reprinted from column “Your Life Insurance” 


by Edward Fisher, C.L.U., in The Financial Times 
(Montreal) Sept. 13,' 1957. 
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he had originally planned to pay, which 
was around $157 per year, but he would 
pay it into the policy on his own life 
and in return for this he would own 
all values and equities in the policy 
(cash value and dividends). 

“The older man would pay what 
he had planned to pay or about $137 
per year, and he would be a beneficiary 
of the policy up to the amount of $10,- 
000. (Incidentally, this happened to 
leave out of the $11,500 an extra 
amount of $1,500, which was made pay- 
able to the younger man’s family.) 

“What were the advantages in plac- 
ing the entire premium on the insurable 
partner? First of all, let’s consider the 
position of Jennings, the older man. He 
is still in the same position as always 
because in case the younger man, Jones, 
should die, Jennings comes into the in- 
surance proceeds of $10,000 with which 
to buy out Jones’ interest in the firm. 
So there is no problem there. 

“But now, suppose that it is the 
older man, Jennings, who dies first. 
What will Jones use for money? It is a 
very important fact about this transac- 
tion that Jones has the full use of the 
cash, loan and collateral values to help 
him purchase the interest of the de- 
ceased partner. 

“During the first couple of years or 
so, the cash values would not be large 
—not as great as they would have been 
if the $157 per year had been placed 
in a separate sinking fund. But check 
the values at the end of the fifth year, 
and more money is available in the 
policy with its cash values and divi- 
dends than would be available in a side 


fund. 


“And here is a point in favor of 





the arrangement: if a sinking fund is 
set up, the interest earnings will be 
subject to income tax. In our policy 
on the insurable partner, such earni:gs 
accumulate tax-free. 

“Finally and most important of all, 
this life insurance policy which is on a 
permanent basis and which Jones would 
own completely at the death of his part. 
ner, is a continuing and growing bul- 
wark of collateral on his own life which 
he can offer as security at his bank, 
together with an assignment of face 
amount, for the purpose of securing a 
loan to buy out the interest. 

“In this case, the agreement was set 
up in a simple way, with the older 
partner as beneficiary up to $10,000 of 
the face amount. It also provided that 
all values and equities belong to the 
young partner at all times, but can 
only be used in accordance with their 
agreement until he attains age 65. 

“At age 65 the Term to 65 policy 
would have terminated with no values 
to its owner, so the agreement provided 
that the life policy will be free of the 
terms of the Sale and Purchase Agree- 
ment and belong fully to the younger 
partner at age 65. 

“As you can see, this is a good 
business deal for the older partner, and 
it is a perfectly wonderful deal for the 
younger man, too. By age 65, the 
younger man has a guaranteed cash 
value of $5,400 compared to his total 
premium investment of only about 
$3,900. Counting in his dividends, he 
has a very nice profit indeed on his 
investment; or he can withdraw divi- 
dends, and remain insured for over 
$7,000 for the rest of his life.” 

The agreement is naturally important 
in this case and perhaps a _ trusteed 
agreement would be advisable. 

Mr. Bray deserves congratulations 
for a new approach to one of the oldest 
problems in business insurance. 
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New home office of Connecticut General Life Insurance Company. Located in Bloomfield, 
on the outskirts of Hartford, Conn., the building was dedicated with an Open House 
program on September 11, 1957. It has been selected as one of the “Ten Buildings ™ 


America’s Future.” 
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TIME... 


TIME... 


is a good thing when you have plenty of it, danger- 
ous when you can’t find enough. 


TIME... 


is a paradox. It takes time to save time, as well as 
money. 


TIME... 


ages everything—especially Wills—and can make the 
difference between a good Will and an inadequate one. 


TIME... 


a little of it, now—devoted to a conference with us 
on your client’s Will review and estate planning, can 
mean time—and money—saved for you in the future 


and security assured for your client’s family. 


We MAKE time for such conferences. 
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HON. FRANK L. McAVINCHEY 





Worthy Of Its Hire 


JUDGE’S VIEW OF CORPORATE FIDUCIARY’S VALUE 


Judge of Probate Court, Genesee County, Flint, Michigan 


H® AWOKE FROM A VERY TROUBLED 
sleep, clothes wrinkled; he arose, 
shoulders and hips aching. He had good 
reason for his distress. He had spent the 
night in the “bull pen” in the County 
Jail, upon orders from the Probate 
Judge that he remain there “until he 
obeyed the order of the Court.” 

The order of the Court was that he 
turn over to the successor guardian ap- 
pointed by the Court to have control of 
the ward’s funds the sum of $1,000, 
which the prisoner had withdrawn from 
his son’s account at the bank while act- 
ing as guardian of the estate of his son, 
and which he had refused to turn over 
to the guardianship account. 

Consequent removal of him as guard- 
ian and jailing followed swiftly. 

As he stretched, trying to get some 
degree of soreness out of his body, he 
remembered the conversation of yester- 
day afternoon, when his life-long friend, 
the under-sheriff, talked to the Judge 
about him. 

“What's he here for, Judge?” 

“Disobeying the order of the Court.” 

“What was the order of the Court?” 

“That he turn over the $1,000 to the 

new guardian.” 
“How long is he in for?” 
“Until he obeys the order of the 
Court.” 
“That might be a life sentence?” 
“Tt might. It all depends upon him.” 

Quickly he summoned the turnkey 
and told him he wanted to see the deputy 
in charge; he was escorted to the chief 
deputy, before whom he removed his 
shoes, withdrew from them $1,000, 
handed it to the chief deputy, and walked 
out a free man. 


Other Case Histories 


And then there were the parents, 
guardians of their child’s estate, an es- 
tate obtained because the child was in- 
jured in an automobile accident, who 
promptly bought a new automobile, new 
furniture, and made a down payment on 
a house with the child’s money. They 
are still paying the bonding company; 
and, a trust department of a bank has 
the child’s money well invested. 


976 


And, another set of parents used 
$5,000 of their child’s money plus some 
of their own with which to buy a home 
for themselves. Yes, they are no longer 
guardians, but the new guardian ap- 
pointed by the Court has a first mort- 
gage on the house and is receiving pay- 
ments monthly. 

And, an administrator of his de- 
ceased brother’s estate, who was also 
guardian of the persons of the brother’s 
children, proceeded to buy a television 
set, automatic washer and dryer, and a 
two-week drunk. The trust department 
has the money paid by the bonding com- 
pany, the bonding company has a good 
first mortgage at 514%, and the ex-ad- 
ministrator is happy for the first time 
since his brother died. 

A guardian having been refused per- 
mission to buy his teen-aged ward a car, 
did it anyway. The new guardian, a trust 
department, has invested the guardian- 
ship estate, which among other assets in- 
cludes the money misspent by the former 
guardian, and reimbursed to the estate. 

None of these examples (all of them 
true) of “dipbursement” would have 
taken place had a trust department been 
appointed fiduciary at the outset. 

As a whole, parents make the worst 
guardians of a child’s estate. Because 
they can tell Johnny to go to the store, 
and failure by Johnny to obey means 
punishment, they feel they have the same 
control over Johnny’s money. As soon as 
Johnny comes into money, parental re- 
sponsibility slips. Clothes are needed, 
dental care, tuition, books. Whose money 
is to pay for them? Why, Johnny’s, of 
course! But parental responsibility con- 
tinues despite Johnny’s estate, so long as 
parental ability continues. 

In all of the above cases, the extra ex- 
pense for legal services for trial work, 
for accounting and the like would have 
paid for the entire services of the trust 
department as fiduciary, and in some in- 
stances much would have been left over. 


Running Husband’s Business 


While this manuscript was in prepara- 
tion (this is a multi-decked sandwich) 


an attorney came into my chambers to 
discuss the proper handling of an estate. 

Husband and wife as _ co-partners 
owned a neighborhood grocery store. 
When he died, she obtained letters of ad- 
ministration. The heirs consisted of the 
widow, their four-year-old child and two 
other minor children, his by a former 
marriage. Under Michigan statute she 
continued to run the business, and by 
dint of long hours and almost penurious 
management she has paid the debts and 
should be ready for final account. She 
owns the building by reason of tenan- 
cies by the entireties. 

From the business she could support 


herself and child — But: 


1. She cannot have self dealings 
with the assets of which she is fidu- 
ciary. 

2. She has been entitled to rent for 
use of the building since the death 
of her husband. 

3. The two children by previous 
marriage are entitled to inherit. 

At the outset she had no advice and 
attempted, so foolishly, to carry on with- 
out counsel. 

The obvious answer would have been 
the appointment in the first place of a 
trust department, the settlement for the 
reasonable net value of the estate; the 
present answer is to file final account. 
ask leave to resign and the appointment 
of an administrator de bonis non, who 
then can sell the estate’s interest to her. 
The first answer would have saved more 
than all of the expense which will be 
incurred by the present solution. 


Saving on Bonds 


Many State statutes exempt corporate 
fiduciaries from filing a qualifying bond. 
Even where this is not true, most, if not 
all, statutes permit the probate judge, 
when fixing the bond, to take into con- 
sideration the deposit the bank or trust 
company has placed with the state bank- 
ing commissioner; thus, in most in- 
stances, the penalty on the bond is low- 
ered with a resultant saving to the es- 
tate of from 14% to 1% of the penalty 
on the bond. Thus from $50 to $100 
might be saved in a $15,000 estate. 
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Tax Traps 


Many individual practitioners are not 
expert in tax work; nor can they be ex- 
pected to be specialists in every phase of 
law. Consequently, many an estate or 
fiduciary is put in jeopardy. For exam- 
ple, the statute of limitations as to taxes 
does not start to run until the governing 
body is notified of the death of the tax 
debtor; the fiduciary may be personally 
liable for taxes, penalties, and interest 
if he fails to notify the governing body 
and make proper reports. 

Because of specialization in trust and 
estate work, a trust department would 
automatically cause the proper notices to 
be served upon the appropriate govern- 
mental agency. 

Tax reports; income, federal estate, 
and state inheritance; intangible; and, 
all other types of governmental reports 
are likely to be made more accurately 
and certainly more promptly by a cor- 
porate fiduciary. 


Middle of the Road 


“Disinterested” fiduciaries are those 
who have no interest contrary to the in- 
terest of the estate, which interest is un- 
known to the Court at the time of ap- 
pointment, and which develops as the 
administration of the estate progresses. 
“Dad gave me that chair,” or, “That 
television set is mine. I gave it to Dad.” 
(Indian Givers.) And another adminis- 
trator is removed, and the affairs of the 
estate placed where they should have 
been in the first place. 

That same bull pen is the despair of 
lawyers who do no criminal practice, 
but who find themselves in the exasper- 
ating situation of having to prepare ac- 
countings for reluctant fiduciaries, who 
ignored notices and orders of the Court 
to file accounts, and who wind up on 
the receiving end of bench warrants. 

All too frequently the executor or ad- 
ministrator who is a member of the fam- 
ily forgets that he is an officer of the 
Court and becomes partial to one or the 
other of the beneficiaries of the estate, 
to the detriment of the others. 

Trust departments, because of the vol- 
ume of estates under their supervision, 
usually handle them with proper care 
and dispatch, relegating to the back- 
round the peeves, jealousies, spites, dis- 
appointments and ideas of sentiment 
‘ich affect heirs and potential recipi- 
rts of the decedent’s estate, to the detri- 

it of the estate and expense of all par- 

. Such disputes usually are handled 
‘th the sagacity and tact which the legal 

ining of the trust officers, emphasized 

the experience of daily working in 
ates, develops. 
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Thus, ofttimes expensive litigation 
among the heirs is avoided. 


Promptness 


The despair of all heirs and legatees 
is, to them, the interminable wait from 
the date of demise of the decedent until 
the time they can get hold of the money 
and proceed to spend it. 

They proceed to tell how the decedent 
“never owed” anything, “and so it is 
useless to advertise for creditors to file 
their claims;” that they can’t see why 
the Internal Revenue Department can- 
not take their word for the values of real 
estate; nor, why it is necessary for 
money to be held back to provide for 
any additional taxes. | have had them 
come to my office the day of the funeral, 
wanting to “take ‘my share’ home with 
me.” 

Now, with the tickler set-up which 
prevails in most trust departments the 
matters of each estate are called up at 
regular intervals. They qualify prompt- 
ly and, knowing the perils of failure to 
take over the assets, they inventory as 
soon as possible; check claims when such 
are filed, so that those which are just can 
be allowed and paid without expense of 
contest and only those of dubious valid- 
ity made the subject of litigation. And 
just as promptly they account when re- 
quired, or when they deem it advisable. 

They know that their “groceries on 
the shelf” must be turned over if the 
department is to show a profit, and that 
promptness consistent with safety and 
good practice in getting the money into 
the hands of the heirs and legatees means 
more and more estates to handle. 

Not infrequently cash must be raised 
in estates. Here especially a trust depart- 
ment truly shines. The men who handle 
the real estate within the trust depart- 
ment almost always know somebody who 
wants to buy a piece of property, wheth- 
er it be a lumber yard, an apartment 
house, a farm, or a two-bedroom house. 

The buildings are kept rented, usually 
without benefit or expense of broker, 
and an accurate check is made of the 
bushels of wheat threshed and hauled to 
the elevator as the estate’s share. 

And now the final account is filed, 
hearing is had and account allowed, all 
estate and inheritance taxes paid, the 
checks are mailed to the waiting legatees 
and heirs, their receipts are forwarded, 
and the discharge is entered just as 
promptly. 

Gilding the Lily? 

Gilding the lily? No, just polishing 

the halo a bit with some sound facts, all 


of them noticeable in our office as every- 
day affairs. 





But sometimes the halo gets a liiile 
tarnished. It happened like this: A trust 
depariment had promptly and efficienily 
administered the estate, made distri!iu- 
tion, and had been discharged. 

Three years elapsed. A public admin- 
istrator filed his list of bank accounts 
for escheat to the State. You guessed it. 
In an account in the savings department 
of that same institution was $14,000, be. 
longing to that decedent’s estate, which 
the trust department had overlooked. 

Prompt action on the part of the trust 
officers saved the face of the department 
and made the heirs happy, but its neck 
carried a very florid color as a result 
of that highly burnished halo, having 
dropped like a horse shoe around the 
peg for a ringer. 

Those things happen. Even Annie 
Oakley missed once in a while. But, if 
you want efficient, courteous, expert ser- 
vice, freeing yourself from the cares, re- 
sponsibilities and liabilities of handling 
an estate — in other words avoid “being 
the goat” — then, when offered an 
executorship, quietly but firmly say, 
“No, thanks, better see your trust de- 
partment.” 
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Promotion of Trust Services 
Described in Thesis 


Recent trust promotion at First Na- 
tional Bank, Allentown, Pa., has _ been 
directed specifically to members of allied 
professions including attorneys, under- 
writers, accountants and _ investment 
brokers. At the same time contacts were 
made with non-trust-power banks, with 
customers and officers of First National, 
and with a list of prospects not already 
bank customers. The campaign reached 
500-600 professional people, developed a 
lot of good will, produced a 4% increase 
in immediate new business and a 25% 
increase in future new business. 

The program is described by James 
O. Huffort, assistant cashier and public 
relations officer, in a thesis submitted 
in partial fulfillment of the requirements 
of F.P.R.A.’s School of Financial Public 
Relations, complete with copies of ad- 
vertising and letters. The campaign used 
newspaper ads, each featuring the bank 
and one profession, sent copies of these 
with covering letters to members of that 
profession, provided various printed aids 
for estate work, invited professions to 
confer with named officers regarding the 
setting up of estate accounts, used spe 
cial postmarks for a month at a time 
supporting each profession in turn, and 
made personal calls. The bank’s own offi- 
cers and directors were kept thoroughly 
informed at all times, and were thanked 
personally for their individual cont? ibu- 
tions to the success of the program 
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¢ Depositary under syndicate and reorganization agreements 
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e Agent for the handling of securities 
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for complete information. No obligation. 
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Largest FPRA Convention Hears About 


PERSONAL AND BUSINESS ESTATE PLANNING 


ORE THAN 1,350 DELEGATES 

largest number in the history of 
the Financial Public Relations Associa- 
tion—gathered in Chicago September 
29—October 3 for the organization’s 
42nd annual convention. Forty-five 
states, the District of Columbia, Puerto 
Rico, Alaska and Canada were repre- 
sented, 


Membership in the FPRA, which 
doubled in the 1937-47 decade, has 
doubled again and now stands at 2,200, 
reported president William E. Single- 
tary, who is vice president of Wachovia 
Bank & Trust Co., Winston-Salem, N. C. 
“Banks—mostly country banks now— 
are turning to FPRA for help and 
guidance in forming public relations 
programs,” he said, and this function 
of providing a clearinghouse for the ex- 
change of public relations ideas and 
information among members is the pri- 
mary purpose of the organization. This 
year 600 people worked on special com- 
mittees, the regional meetings were well 
attended by non-members as well as 
members, and the FPRA training school 
at Northwestern University marked its 
10th anniversary, having graduated a 
total of more than 500. 


Public relations is the job of every- 
one in the bank, Joseph C. Welman, 
newly elected president of the American 
Bankers Association, and president of 
Bank of Kennett, Missouri, told the 
convention. “Public relations cannot be 
treated as a stepchild or expected to 
function in a vacuum. It is entitled to 
be and must be treated as being equally 
important as the other phases of bank- 
ing. Those bearing the primary respon- 
sibility for it are entitled to and must 
have full recognition at the council 
tables and in the management of our 
institutions. They should be permitted 
and required to sit in and participate 
in the policy making on loans, opera- 
tions, and everything else, so that they 
can understand, interpret, support, de- 
fend, explain, and sell these policies, 
practices, and procedures to the per- 
sonnel of the bank and to the public. . . 


“The A.B.A. has assumed full respon- 
sibility for the joint Reserve City Bank- 
ers Association and American Bankers 
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Officers of the Financial Public Relations Association elected at the Chicago convention 
October 1, 1957. Left to right: 3rd vice pres. Jordan J. Crouch, vice president, First 
National Bank of Nevada, Reno; Ist vice pres. E. T. Hetzler, vice president, Bankers Trust 
Co., New York; pres. Orrin H. Swayze, executive vice president, First National Bank, 
Jackson, Miss.; 2nd vice pres. Reed Sass, vice president Fort Worth (Texas) National 
Bank; and treas. John L. Chapman, vice president, City National Bank & Trust Co., Chicago. 





Association expanded public relations 
program, and with the aid of outside 
professional guidance and assistance 
will be more deeply in the field than 
ever before. The A.B.A. budget for the 
coming year contains the largest alloca- 
tion of funds for public relations work 
ever made. The A.B.A. will soon poll 
its membership to determine what ac- 
tion it will take in the matter of national 
advertising. . . 

“All of us are conscious of the neces- 
sity to throw the weight of our public 
relations efforts into the _ struggle 
against inflation... It is our duty and 
our desire to help explain and defend 
the policies of the Federal Reserve Sys- 
tem, which is making a valiant effort 
to withstand the onslaughts of inflation, 
and to assist in arousing the people to 
demand and support sound monetary 
and fiscal policies. 

“We understand the need of public 
relations assistance in the big job we 
have to do in connection with improved 
recruiting and the creation of a better 
relationship and a better understand- 
ing with the people in the field of formal 
education—the need to clarify the true 
story of banking and see that it is told 
over and over again in the high schools, 
colleges and universities—the need to 
become better acquainted with the heads 
of the schools, the placement officials, 
and, above all, with the professors and 
instructors who actually teach and as- 
sociate with the students every day— 
and the need to establish as a goal and 


strive to accomplish the objective that 
no person in the teaching profession 
who deals with the subject of money 
and banking, or courses closely related, 
should be unfamiliar with practical 
banking and actual bankers, what we 
are doing, how it is being done, why 
it is being done, and a knowledge of 
the problems of banking. . . 

“We will be doing young men and 
women college graduates a great dis- 
service if we oversell them or do not 
fairly and clearly explain what we ex- 
pect and desire from them and, as far 
as practicable, what they may expect 
from us,” Mr. Welman added. “Oppor- 
tunity, advancement, fair compensation, 
good fringe benefits, good training fa- 
cilities—yes; a bed of roses—no—not 
in the banking business and, for that 
matter, not in any other business or 
profession—at least over the long pull. 
We do have opportunity in banking, 
and we do have something good to 
offer. We have more permanence than 
most lines of business and industry. But 
we should not mislead these people and 
cause them to believe that they can 
advance into the important executive 
positions in a very short time and be- 
fore they are ready for such responsi- 
bilities. . .” 


Officers Elected 


Orrin H. Swayze of Jackson, Miss., 
was elected president of the Associ: tion 
at the business meeting, to follow retir- 
ing president William E. Singletary. Mr. 
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Swayze is executive vice president of 
First National Bank of Jackson, and 
was previously first vice president. E. 
T. Hetzler, vice president of Bankers 
Trust Co., New York, was elevated 
from second to first vice president, and 
Reed Sass, vice president of Fort Worth 
National Bank, was advanced to second 
vice president. 

Jordan J. Crouch, vice president of 
the First National Bank of Nevada, 
Reno, was elected third vice president 
and thus placed in line for the presi- 
dency in 1960. John L. Chapman, vice 
president of City National Bank & Trust 
Co., Chicago, was reelected treasurer. 


Trust Development Departmental 


The Trust Development Departmental 
held five meetings at this convention, 
reported herewith under the topical 
headings. Company Executives, Close 
Corporation Owners and their Estate 
Planning Problems. 

There are many good ideas for de- 
veloping trust business, but there is 
danger in abandoning an idea that is 
working well for you in order to try 
what somebody else is finding success- 
ful. W. H. Eierman, vice president. 
Hanover Bank, New York, told the 
trustmen. The estate planning depart- 
ment at Hanover constantly watches 
opportunities to do something for the 
banking department. They ask each 
banking officer to name two companies 
that are so important—either already 
or potentially—that the officer would 
do almost anything to keep the account. 
Then a visit is made to the company’s 
financial vice president by the banking 
ofhcer and the estate planning officer 
jointly. After the estate planning ofh- 
cer has outlined the service he can 
render, the company officer is solidly 
interested and the banking officer feels 
highly pleased and indebted to the es- 
tate planning department. 

In the case of Company A, ap- 
proached in this manner, the officer in- 
terviewed named ten other officers, 
eight of whom eventually named Han- 
over in their wills. At the same time 
there was a tremendous increase in the 
company’s commercial accounts at Han- 
over. Contact with one officer at Com- 
pany B led to appointments by three 
others and increased commercial ac- 
counts. In Company C the financial vice 
president arranged a luncheon meeting 
at which Mr. Eierman was able to 
address 22 officers simultaneously, with 
excellent results. At Company D a ten 
minute call encountered resistance be- 
cause of other banking connections on 
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the part of its directors. Later on, how- 
ever, the officer interviewed called Han- 
over and set up his will. 

Seminars for financial officers of a 
number of companies are planned by 
the bank. There are several speakers on 
economic and financial topics, includ- 
ing Mr. Eierman whose talk is on the 
importance of planning an estate for 
proper treatment of fringe benefits. The 
guests become vitally interested in tak- 
ing care of their own affairs which they 
have been too busy to do previously. 

Here are some of the questions that 
stir interest in the minds of corporation 


executives: If you have a stock option 
plan, how do you know the price will 
go up? What will control that in the 
case of your company? If it does go 
up, where will you get the money to 
exercise the option? (An unexercised 
option is taxable in the estate and fails 
to gain a new valuation when taken 
after death.) What’s wrong with a de- 
ferred compensation contract? The 
benefit is subject to multiple taxation, 
both income and estate taxes from both 
federal and state governments, which 
may total as much as 50% to 80% of 
(Continued on page 1037) 
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Never too far 


Even if you live a long way from Philadelphia, you're 
never too far to take advantage of Fidelity’s trust and 
estate services. Over 90 years’ successful experience has 
made Fidelity one of the country’s largest trust companies. 
Funds exceed a billion dollars—and clients include both 
institutions and individuals. If you plan to set up a trust or 
if you have an‘estate to be administered, call on Fidelity. 


FIDELITY-PHILADELPHIA TRUST COMPANY 
Broad & Walnut Sts., Philadelphia 9, Pa. 


Member Federal Deposit Insurance Corporation 
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ENERGY 





makes the WEST GROW 


The all-round growth of the nine Western 
States served by El] Paso Natural Gas 
Company and its subsidiaries continues to 
accelerate, consuming energy at an un- 
precedented rate. 


New growth calls for new energy— 
energy to make arid lands fertile... energy 
to make rigorous climates pleasant with 
air-conditioned homes and offices for year- 
round living and working comfort... 
energy to increase production in plants, in 
mines, in fields. 


Since 1928, when El Paso Natural Gas 


Company was formed, population in these 
nine states has almost doubled. Looking 








ahead, this new West sees its present popu- 
lation increasing by almost 30% in the 
next 10 years. 


To help keep the West supplied with the 
energy required for future growth, El Paso 
Natural Gas Company is engaged in con- 
tinuing and intensive programs to augment 
its large reserves of natural gas. In the 
past 10 years despite the tremendous in- 
crease in sales to El] Paso’s market, our 
committed reserves have increased over 
100%. The rapid rise of these reserves is 
equalled only by the unparalleled upsurge 
in Western energy requirements. 


Intensive exploration for, and acquisi- 
tion of, natural gas reserves are just two 
of many El Paso activities designed to help 
serve the energy needs of the West. 


EK] Paso and its subsidiaries operate a 
network of natural gas pipelines, the 
world’s most efficient means of transporta- 
tion. Other activities are conducted in ex- 
ploration for and supply of petroleum, in 
refining, in the marketing of petroleum 
products, in the manufacture of petro- 
chemicals—and in the search for and proc- 
essing of uranium, a fuel of tomorrow. 


El Paso Natural Gas Company and its sub- 
sidiaries serve California, West Texas, Ari- 
zona, Idaho, Nevada, New Mexico, Oregon, 
Utah and Washington. 
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Sidelights . . 


BUSINESS MACHINES 
(Continued from page 966) 


faster service in competitive banks. A 
word of warning in this connection was 
sounded by Messrs. Coleman and Eppert 
to the effect that a bank cannot become 
automated simply by appropriating the 
money and buying equipment. Cus- 
tomer and personnel education is neces- 
sary, as well as complete planning from 
beginning to end, or the installation is 
slated to failure. 


Supplying the “Razor Blades” 


This truism, however, is not a barrier 
to conversion which will inevitably be 
forced by the factors cited above, but it 
does point up some interesting facts 
which should contribute handsomely to 
Burroughs’ future profits. As an exam- 
ple, the Todd Division furnishes the 
checks, ledger sheets and other business 
forms used in the Burroughs machine 
line. At the time of acquisition, about 
two years ago, annual volume was about 
$30 million and 1957 volume will in- 
over 3 million and 


crease double in 


three to four years. These expendable - 


supplies, which correspond to “the razor 
blades in the safety razor” assure a 
steady and profitable business for Bur- 
roughs. 

When checks become instruments that 
set automatic devices in motion they 
have to be produced on specially pro- 
cessed paper using magnetic ink and 
with extremely fine cutting, trimming 
and positioning tolerances beyond the 


. Trade Winds . 


. Memos . 


facilities of customary job printing. 
This means that the firm which insialls 
the equipment continues to furnish the 
food for the automatic mouths. 

Messrs. Coleman and Eppert ex- 
pressed every confidence in the continu- 
ing demand for all electronic equipment. 
in which line they face an 18 to 24 
months backlog. That is why some $15 
million has been budgeted in 1957 for 
research and an additional $6 million 
for expansion of electronic manufactur- 
ing facilities in an effort to catch up 
with orders. It must also be borne in 
mind that a computer installation in- 
volves not only the initial cost but the 
outlay for peripheral equipment which 
can swell total investment to $400-$700.- 
000. (Mr. Coleman ventured the opinion 
that not one in a hundred corporations 
was saving money yet on electronic com- 
puter installations but that this would 
come when it was able to digest and 
“predict,” on the basis of facts fed into 
it, future business trends to permit pre- 
planning. ) 


Advanced and Orthodox Art 


As previously noted, little can be told 
of the Defense Division work because of 
restrictions, but the company has gone 
into building its own magnetic cores for 
computing machines, and special vac- 
uum tubes. Its competence is demon- 
strated by its work on the SAGE and 
ATLAS projects for the United States 
Air Force with responsibility for the 
computer guidance, and it is working 








DATATRON 220 SYSTEM — foreground: 


paper tape system, control console; back- 


eround: power supply, magnetic stape storage unit, magnetic tape control unit, magnetic 
core memory unit. 
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on studies in communications, fire-con- 
trol and navigational instrumentation. 
High priority military work also places 
the corporation in an enviable position 
for development of guidance controls 
for future defense systems and projects 
for exploration beyond the earth’s at- 
mosphere. 

This experience should later find re- 
flection in considerable cost saving on 
commercial output and maintenance. 

The company has enjoyed excellent 
labor relations on a non-union basis, ex- 
cept for the part of operations under the 
lithographers’ union, a cooperative labor 
organization which works on _ verbal 
agreements with the company. Through 
the Burroughs Foundation, company em- 
ployees in the Detroit area have access 
to fine recreational and resort facilities 
which include rental cottages at $10 per 
week, golf courses, swimming and other 
amusements. 

In the management sphere, each plant 
has autonomous management under 
company overall policy and junior ex- 
ecutive groups are encouraged to assume 
responsibilities and provide continuity. 
This facilitates the decentralization 
which has definitely been sought since 
1946, at which time the reverse policy 
was in force. 

The point was made that, although the 
company’s product line has been so ex- 
panded, strictly mechanical or “ortho- 
dox art” products — even now account- 
ing for over half of all company sales 
—will always have a major place in the 
overall sales picture, as will the volume 
market for the supplies and in many 
parts of the world even simple machines 
are yet to come. 

Another example of progressive mer- 
chandising is found in the cooperation 
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Auto Reader in combination 


Burroughs 
with one or more Sensitronics electronically 
processes coded accounts for trial balances 


and balance transfers. The Auto Reader 

automatically feeds forms and reads bal- 

ances electronically from magnetic stripe 

coded forms and transmits data to the 

Sensitronic for listing output and transfer 
to new statements. 





with Bell & Howell in sale and servicing 
of their microfilming equipment and 
with Anker-Werke of Germany which is 
manufacturing a new line of cash regis- 
ters in the completely modern plant that 
replaced their bombed-out one. Bur- 
roughs and Anker together will provide 
distribution facilities throughout the 
Western Hemisphere. 


A Broader Platform 


A Capital Expenditures Committee 
evaluates the need of future financing 
for as much as five years in advance, 


based upon investigation and research. 
As volume expands, it is obvious that 
more capital will be required and addi- 
tional financing may be in the cards for 
1958, although management cannot 
spell out details yet. In addition to nor- 
mal sales expansion, the adoption of an 
optional sales or lease policy for the 
computer line will call for funds. This 
will probably be handled by creation of 
a financing subsidiary for obvious bal- 
ance sheet reasons, as the 18 to 24 month 
cycle from receipt of order to delivery, 
plus high selling costs, creates a capital 
tie-up. 

Leasing appeals to many, as it limits 
initial outlay and rental is entirely de- 
ductible for tax purposes, as compared 
with perhaps inadequate depreciation 
allowances. The lessor is protected by 
one year leases against mounting costs 
and the lessee also benefits by assurance 
of continuing supervision and service, 
just as does the purchaser of a machine. 

The massive expansion and research 
program of the last eleven years has 
transformed a static organization into a 
dynamic one with a potential many times 
greater than even a complete monopoly 
of the original line would have given. 
The picture now is of a company oper- 
ating world-wide and with a line of prod- 
ucts and supplies to serve the record 
keeping and computing requirements of 








investors. 


operation with such clients. 
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Investment Advisory Service 


BROWN BROTHERS HARRIMAN & Co. has served for many 
yeats as investment adviser to a substantial group of clients 
throughout the United States. 


Our staff includes specialists experienced in the invest- 
ment problems confronting trustees and other institutional 


We welcome inquiries regarding our program of co- 


BROWN BROTHERS HARRIMAN & Co. 


PRIVATE BANKERS 
59 Wall Street, New York 5 


PHILADELPHIA 





BOSTON 
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IBM 604 Electronic Calculator is a 1400-tube 
general purpose electronic digital comput- 
ing machine, reading data from 100 prob- 
lems a minute (punched cards). Smaller 
cabinet is the electrical card reading and 
punching unit; larger unit includes power, 
timing, arithmetic, storage and _ switching. 





the smallest or largest business, with par- 
ticular emphasis upon the financial area 
with which it has been traditionally as- 
sociated. This has required pouring back 
earnings and creating debt, while keep- 
ing dividend to a minimum, as new fa- 
citities were acquired, and research and 
development activities expanded to a 
technical staff of 1,600 today. 

Expansion of earnings, while current- 
ly — and intentionally — deferred, 
should not be long in showing the bene- 
fit of the broader platform built with 
this plough-back. 


A A A 
New Machine Improves Trust 
Mortgage Accounting 


A mechanical answer to bookkeeping 
problems in connection with mortgages 
has been put in operation at Berks 
County Trust Co., Reading, Pa. The 
bank has a large number of mortgages 
in trust accounts on which principal and 
interest is distributed twice a year in- 
stead of being distributed as collected. 
The undistributed balances offered an 
accounting problem particularly subject 
to error and difficult to audit. 

The bank built its solution around a 
switch to coupons instead of passbooks, 
and the use of a National Cash Register 
“Class 31” typewriter-bookkeeping ma- 
chine. Necessary forms were designed in 
adance to show all interest computa- 
tions and a complete breakdown of pay- 
ments and balances. 

The new system has improved the 
handling not only of trust accounts, but 
of VA mortgages and payments at 
branch offices as well. Service to the cus- 
tomer is speeded and mortgage cus- 
tomers can now use the drive-in windows 
and still have the privilege of paying 
any amount they wish over the sum 
stipulated on the coupon. 
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STEEL, with its giant equip- 
ment, uses Cities Service lu- 
bricants in mounting quanti- 
ties. The list of Cities Service 
customers reads like a “Who’s 
Who’ of steel. 


pe ti 


MINING is both a quantity 
and quality user of lubricants. 
Cities Service tailors precision 
lubricants to serve this basic 
industry, symbolized by the 
famous Mesabi Iron Range. 













ROAD BUILDING calls for 
enormous quantities of Cities 
Service petroleum products— 
all the way from fuels to lu- 
bricants to asphalt topping. 
Future demand looms larger 
and larger, as America launch- 
es the greatest highway build- 
ing program in history. 
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nies use Cities Service Diesel 
Lubricating Oil to set low- 
cost power generating records. 
Proof again of the high qual- 
ity of Cities Service Oils. 


to the needs 

of fast rolling 
American 

Industry 





MACHINE SHOPS find 
Cities Service Cutting Oils 
the answer to longer tool life 
and greater precision. Cities 
Service makes cutting oils for 
every job requirement. 


CITIES () SERVICE 









PAPER requires huge quan- 
tities of highly refined wax. 
The best is Cities Service 
Pacemaker ... used for milk 
cartons, wax paper, straws 
and many other products. 








re 


FARMING is more and more 
a mechanized industry, and 
more and more an important 
Cities Service customer. 
Farming uses more petroleum 
than any other industry. 
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AVIATION, with its mount- 
ing requirements of higher 
octane gasolene and jet fuels, 
finds Cities Service a major 
supplier. With its ultramod- 
ern refinery facilities, Cities 
Service is capable of produc- 
ing aviation fuel components 
in huge quantities. 














Benson Mines and Beneficiating Plant, Star Lake, New York. Production increased from 
397,748 net tons of upgraded ore in the initial year of 1944 to 1,846,275 toms in 1956. 


Beneficiation—the fattening of lean ores—has paid 
off for JaL. 

The process involves removal of the waste material 
to increase the relative iron mineral content of the 
remainder. It is expensive. But research has enabled 
J«L to find methods to do this job at a cost that can 
be offset by the savings in freight, fuel and operating 
efficiencies. 

Coupling extensive research with exploration and 
acquisition, JxL has pushed its iron ore reserves to an 
all time high—all within the Great Lakes region of 
the United States and Canada. 

JaxL is today producing large tonnages of steel 
from beneficiated ores more economically than from 
high grade direct shipping ore. In 1956, 22% of 
JaL’s entire ore requirements were obtained from ore 
processed at Benson Mines alone. The proven iron 
ore reserves stand at a total of 231 million net tons, 


dt 


STEEL 


nearly 4 times the 59 million tons recorded in 1940. 

The present ore reserve is equal to 44 years’ supply 
based upon current usage. Of the 231 million net tons 
in total proven iron ore reserves, 78% are in ores 
subject to beneficiation. Total reserve figures do not 
include lean ore reserves owned in fee or held under 
lease in Michigan and Minnesota, which are estimated 
to contain 170 million net tons of concentrates. 

In the search for accessible ore bodies and the con- 
tinuous research for better methods of upgrading lean 
ores, JxL is conducting its beneficiation activities and 
explorations both alone and in joint ventures with 
other companies. This active program has resulted in 
the acquisition of 57 million net tons of additional 
reserves within the past year alone. 

These extensive iron ore reserves, fortified by am- 
ple supplies of coal and limestone, give J&L an out- 
standing position in raw materials. 


Jones & Laughlin 


STEEL CORPORATION: PITTSBURGH 


J&bw... A 
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INVESTMENT OPPORTUNITIES IN 
ENERGY 


It is axiomatic in the field of invest- 
ment that what is outstanding today may 
be dying on the vine within ten years, 
while a seemingly small and unimportant 
situation may in time become one of the 
belles of the investment world. Success- 
ful investment management necessitates 
taking the long view in the present 
period of rapid and far reaching tech- 
nological changes. To spot the trends 
early, follow them closely, and then 
move when the time is ripe is a difficult 
assignment; but in most cases the earlier 
the potential can be appraised, the 
greater the rewards. It is often better 
to move too early than too late. There 
are many fields to which this applies, 
but one of the most important is that of 
future developments in the field of 
energy. 


The energy requirements of the 
United States are increasing at a stagger- 
ing rate. The rising standard of living, 
the growing population and _ greater 
mechanization results in an almost in- 
satiable demand for power. One authori- 
tative source has estimated that between 
1956 and 1966 energy demands from 
coal will be up 15%, from natural gas 
98%, and from petroleum 63%. 


Coal is in an excellent reserve posi- 
tion relative to gas and oil for the known 
supply in the United States is many 
times anticipated requirements over the 
coming years. Good long term invest- 
ments are available in the coal industry. 
Oil and natural gas, on the other hand, 
are becoming more difficult to find in 
the United States, and the job of main- 
taining reserves in the face of rising 
consumption is increasing in complexity. 
The necessity for maintaining adequate 
petroleum reserves in this country has 
been brought home by the recent 
troables in the Middle East, which will 
probably result in intensified domestic 
drilling activity. In 1956, there were 
about 58,200 wells drilled in this 
country. It has been estimated that by 
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1961 the figure may reach 72,000 and in 
1966 about 87,000. Not only will more 
wells be drilled, but the average depth 
is expected to increase while the ratio 
of success will probably continue to de- 
cline. Whereas in 1947 the average 
well was 3,400 feet deep, in 1956 it 
was 4,000 feet and by 1966 it may 
reach 4,600 feet. In 1956, less than 
17% of all wildcats drilled in the 
United States were successful. 


The implications on these trends in 
the oil industry are clear. Small com- 
panies with limited resources will find 
it increasingly difficult to undertake 
wildcatting operations. The oil well 
supply and servicing industry will en- 
joy a rate of accelerating growth in 
excess of that of the oil industry that 
it serves. Close attention should be given 
to companies that develop new drilling 
techniques such as the turbo drill now 
under extensive experimentation. The 
time may also be close at hand when 
shale oil will become an economic re- 
ality, and the companies having large 
reserves of this oil and actively develop- 
ing techniques for its exploitation could 
present outstanding investment oppor- 
tunities. Royalty companies should also 
benefit from the rising cost of explora- 
tion and indicated gradually rising 
prices for crude oil. 


While the fuels in common use today 
hold great future promise, there are 
other fuels whose potential is possibly 
even greater. These are atomic fuels 
and chemical fuels. Uranium mining 
and atomic energy development are 
rapidly becoming big business and are 
no longer to be considered as specula- 
tions. The demand for thorium in 
atomic energy is also growing. At what 
future date generation of electricity 
using the atom as fuel will become com- 
petitive is not presently clear, but it is 
safe to say that the day is coming. The 
companies attaining broad know-how 
in the construction of atomic reactors, 
in the manufacture of fuel elements, 
and in the problems of waste disposal 
are all likely candidates for investments 
which should be continually and thor- 
oughly explored. 


There are also the chemical fuels. For 
aircraft and missiles, greater power 
with less weight is a never-ending quest. 
Great strides have been made but the 
final answer is far from being found. 
Boron compounds have already been 
developed which give over 30,000 b.t.u. 
per pound compared with slightly over 
18,000 for gasoline or kerosene. A 
large industry could develop in the field 


of light metal hydrides. Boron, 90% 
of which is found in California, and 
lithium are two elements of particular 
promise. To date only about 30% of 
the boron output is used for fuels. In 
1956, some 30 million pounds of lithium 
were used, double that of 1955, and 
100 times greater than 20 years ago. 
Helium is another element that fits into 
rocket and missile propulsion. The pro- 
duction of helium in 1956 was 64.4 
million cubic feet, up 500% from 1950 
and by 1960 an estimated 300 million 
cubic feet will be required for rockets 
and missiles alone. 


There are many other fields which 
present challenging and potentially pro- 
fitable investment opportunities. A few 
are: aluminum, textiles, cobalt, sodium, 
industrial gases, titanium, water, drugs 
and chemicals. Some of these present 
attractive investments today; others will 
bear imaginative watching and waiting. 
What matters is to be aware of their 
potential fertility and to remain alert 
to investment opportunities as they un- 
fold. A little daydreaming has a definite 
place in long range planning. 

J. MALcoLM DE SIEYES 
HEMPHILL, NOYES & CO. 


ATTRACTIVE TAKE-HOME INCOME 


Selected tax-free municipal bonds 
now offer substantial attraction to al- 
most every investor and provide excep- 
tionally high take-home income to in- 
dividuals having taxable income of up- 
wards of $10,000 a year. 


Municipal bond yields have risen to 
3.55%, according to the Daily Bond 
Buyer Composite Average, highest rate 
of return in 22 years. This present level 
is slightly more than twice as high as 
the corresponding municipal rates 
which prevailed as late as February 
1951, of 1.58%. 


While interest rates in general have 
risen to the level of the mid-1930’s, it is 
remarkable that municipal yields should 
have shown proportionate gains since 
income tax rates are so very much 
higher. Thus, today’s high tax-free 
yields are more valuable than the rec- 
ord yields of the mid-Thirties. 


For the long-term investor this ad- 
vantageous opportunity for purchases 
has been a result of — 


1. the present Federal Government 
policies and of the economic forces 
which have allowed, and caused in- 
terest rates to rise; and 

2. the tremendous flood of new 
municipal issues stemming from an 
increasing population that is demand- 
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Muni. Tax-Free Bonds 


Aa Baa 

Yields 3.67% 4.49% 
Current pretax 

income __._.... $367 $449 
Income in tax 

brackets: 

$10,006/$12,000(1) 367 449 
$22,000/ $26,000(2) 367 449 
$50,000/ $60,000(3) 367 449 


Corp. Bonds HighGradeInd. DJ 30 Ind. 
Aa Pref. Stocks Stocks 
4.25% 4.55% 4.77% 
$425 $455 $477 
264 282 296 
174 186 195 
106 114 119 


Federal Income Tax rates, all for single returns: (1) 38%, (2) 59%, (3) 75%. 





ing increasing services and facilities 

of our local governments. 

These influences seem to be exerting 
close to their maximum pressures on 
yields at this. time. 

To demonstrate the advantage of tax 
exempt income, the table set up above 
shows Moody’s index of yields on tax- 
free municipal bonds, rated Aa and 
Baa. These returns are compared with 
taxable yields of Moody’s high grade 
seasoned corporate bonds rated Aa and 
on high grade preferred stocks, as well 
as with the average yield on the 30 
Dow Jones Industrial common stocks. 
These yields are compared on the basis 
of a $10,000 investment in each cate- 
gory, and the comparable “gross” re- 
turn and “after tax” return is shown 
for various income brackets. 

The income advantages indicated 
would seem to be conservatively stated, 


since the Moody’s indices of tax-free 
yields are based on prices of municipal 
bonds which already enjoy seasoned 
markets. Tax-free obligations of similar 
quality when first brought on the mar- 
ket are usually offered at more attrac- 
tive yields than are found in the sea- 
soned market. 

DEAN WITTER & CO. 
Sept. 23, 1957 


A A A 


New Common Trust Funds 


Discretionary common trust funds 
were established by Deposit Guaranty 
Bank & Trust Co., Jackson, Miss. on 
June 25, 1957 and by Security Trust & 
Savings Bank, San Diego, on August 30. 

A legal common trust fund has been 
authorized by the board of directors of 
First Bank & Trust Co., Utica, N. Y., 
effective November 1, 1957. 


® Financial “literature” was explained 
in a recent issue of Du Pont’s employee 
magazine, Better Living, with special 
reference to the thousands of employees 
who are becoming stockholders by par- 
ticipation in the company’s Thrift Plan. 
A page of statistics from the annual 
report was reproduced and the items ex- 
plained in short boxed paragraphs. Stock 
certificate, dividend checks, notices of 
annual meetings, and interim reports 
were pictured and explained. A remark- 
ably good introduction to financial re- 
porting for the layman. 


A A A 


@ A change in U.S. personal income 
distribution has come about which is 
“the very opposite of that contemplated 
by Marx and his followers,” Neil H. 
Jacoby, dean of the Graduate School of 
Business Administration at the Uni- 
versity of California (Los Angeles), told 
the United Nations Economic and Social 
Council. In 1929 five per cent of the 
population received 33144% of personal 
income, whereas last year the share of 
the richest 5% had dropped to 18% of 
personal income. 


A A A 


@ Edward H. Edens, Jr., vice president 
and trust officer, Bank of the Southwest, 
Houston, will be guest speaker at a 
meeting of the University Women’s AI- 
liance on November 13, His subject will 
be “Wills, Trusts and Investments.” 

















TAX-EXEMPT BONDS 
A broad selection for bank investing 


During the past ten years alone, as sole underwriter or as manager or co- 
manager of underwriting accounts, we have purchased more than 1,500 tax- 
exempt issues totaling close to $7 billions. 

Through our extensive marketing activity, we make available to banks an 


exceptional diversity of tax-exempt obligations. Send without obligation for 
our latest offering list. 


HALSEY, STUART & CO. INC. 


123 SOUTH LASALLE STREET, CHICAGO 90 « 


AND OTHER PRINCIPAL CITIES 


35 WALL STREET, NEW YORK 5 
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DEALERS IN 


State, Municipal and Public Housing 
Agency Bonds and Notes 


The Chase Manhattan offers trust officers and others acting 
in fiduciary capacities a well rounded service 

in this type of investment. Inquiries will receive 

the personal attention of experienced officers. 


Bond Department 
THE 


CHASE MANHATTAN 
BANK 


Head Office: 18 Pine Street, New York 15 


Member Federal Deposit Insurance Corporation 
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TURN OF THE SCREW 


British financial circles were rocked 
by the surprise announcement on Sep- 
tember 19th of Chancellor of the Ex- 
chequer Thorneycroft’s two point raise 
from 5% to 7% in the Bank of Eng- 
land discount rate. This marked the 
third time only that a two point rise 
was considered necessary, the other oc- 
casions having been at the outbreak of 
the World Wars. As radical as this new 
rate appears, it is topped by the 10% 
imposed in 1857 and 1866 and, for 
only a brief period, in the early days of 
the first World War when London was 
the world’s financial center. 

This decisive action was apparently 
motivated by the necessity, real or 
fancied, of dramatizing the Govern- 
ment’s determination to maintain a 
tighter control over the money supply 
as an anti-inflationary measure and to 
hold the pound around the $2.80 level. 
The national reserves of hard currency 
had been under continuing speculative 
pressure, plus legitimate demands from 
international merchants making pay- 
ments for cotton and other seasonal im- 
ports. To support sterling and close 
the dollar gap, the Government was 
forced to draw down its reserves to 
around $2.1 billion at the start of Sep- 
tember, a none too comfortable margin 
when one considers that the seasonal 
strain was probably further aggravated 
as the month progressed. 

Speculative pressure on the pound had 
been intense for some time, with traders 
shifting into German marks on_ the 
premise of sterling devaluation. With 
exactly the reverse of the British situa- 
tion to contend with, West German au- 
thorities sought to curb further inward 
movement of funds by reducing, one day 
before the British announcement, the 
bank rate from 444% to 4%. 

In spite of Mr. Thorneycroft’s bold 
measures, it was still conjectured that 
this was merely a delaying action be- 
fore capitulation to a lower sterling par- 
ity. This was categorically denied, how- 
ever, by the Chancellor at the Washing- 
ton meeting of the International Mone- 
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tary Fund and World Bank and sube- 
quently at the American Bankers Asso- 
ciation convention at Atlantic City. 
Granting Britain’s determination to hold 
the status quo, other factors may never- 
theless conspire to make her position 
difficult but, given assistance from the 
International Monetary Fund and no 
worsening of her international trade 
position, she could succeed in avoiding 
another devaluation. 


U. or Texas Steps Out 


Bigness and Texas seem to go to- 
gether. While the Permanent Fund of 
the University of Texas is not the larg- 
est university endowment fund in the 
United States, being carried at its book 
value of $283.2 million at June 30, 1957, 
it is probably unmatched in its mam- 
moth holdings of United States Govern- 
ment bonds which represented at that 
date approximately 99% of the total. 
Built up over the years mainly from 
royalties and bonuses paid for oil leases 
on the University’s land holdings in 
West Texas, legal restrictions limited its 
placement to this medium until approval 
of a liberalizing constitutional amend- 
ment in the 1956 election. The approxi- 
mately two million acres which pro- 
duced this nestegg are not included in 
the investment total and are carried at 
a nominal valuation of $10 million. 

With roadblocks to a broader invest- 
ment policy removed, the program be- 
came operative in May and just short 
of $3 million had been committed to 
equities prior to the midyear report 
date. The plan does not contemplate 
switching Governments into corporate 
bonds or stocks although this could be 
done when advantageous. The gradual 
buildup toward the goal of 50% in Gov- 
ernment bonds (including Texas and 
Texas municipals), 5% in corporate 
bonds, 5% in preferred stocks, 5% in 
guaranteed mortgage paper and 35% 
in equities will come through new 
money and reinvestment of Government 
maturities. On the assumption of aver- 
age annual cash inflow of $25 million, 
plus Government maturities to August 





31, 1964, the approximate diversifica- 
tion outlined is calculated to be attain- 
able over this seven year span, at which 
time the total Fund would be $465 mil- 
lion. 

As tentatively set up, and admittedly 
subject to variation in individual com- 
mitments, the equity section contem- 
plates the following eventual break- 
down: 


No. Total $ "a 
Public 
Utilities _.. 32 40,000,000 26 
Railroads _. 4 5,000,000 3 
Financial _. 44 22,000,000 14, 
Industrials _ 71 88,750,000 57 





151 155,750,000 

In this connection, it is worth noting 
that, except for “growth stocks” (their 
quotes) yields on common stocks must 
exceed by 34% the prevailing yield on 
the longest term Treasury bond. Also, 
for the perplexed souls eager to gauge 
P/E multiplies in this contentious area, 
the Texas approach still leaves it a moot 
question, although apparently with a 
rather liberal viewpoint, to judge from 
their limitation of 15 times for indus- 
trials and rails and 20 times for utilities 
and financial institutions. 

In spite of failure to set a top ratio 
for the growth group, the approved list 
for common and preferred stock pur- 
chases up to June 29, 1957 clearly stars 
the favorites. In addition to the usual 
candidates in the industrial category. 
the list includes only four light and 
power companies, one gas service unit, 
one telephone company, five banks and 
ten fire, life and casualty insurers. 


COLLEGE ENDOWMENTS RETAIN 
EgQuities—PLAcE New Funps 
IN Frxep INCOMES 


The accompanying tabulation of col- 
lege endowment fund composition at 
June 30th, 1957 is the result of a sur- 
vey just completed by Trusts anp Es- 
TATES to determine whether their invest- 
ment policies have been significantly 
affected by economic developments since 
1956 figures became available. 

A like survey conducted one year 
ago* covered 30 institutions with some 
$1.7 billion in assets, compared with 
36 endowments with more than $2.1 
billion shown in the table. Of these 36 
institutions, 28 were included in last 
year’s list. Seven reported on a book 
value basis this year against five using 
this method previously. While, there- 
fore, the comparison is not exact, the 


*T.&E., Sept./56, p. 810. 
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percentage composition of the portfolios 
is strikingly similar in the two years, 
although the figures mask a change in 
investment emphasis. 

The rising trend in money rates be- 
tween the last two June 30th report 
dates has marked down appreciably the 
market valuation of the fixed-income 
portfolios, while it will be recalled that 
at this date just past the top-grade and 
glamor stocks so largely held by these 
institutions were putting on a private 
bull market; hence the 29 portfolios, 
figured at market value, reflected depre- 
ciated bond values and the reverse for 
stocks. So, the fact that bonds this year 
average 31.3%, practically the same as 
last year’s 31.85%, masks the prepond- 
erance of investment funds flowing into 
the bond section, while the 1957 un- 
changed stock average of 51.86% means 


that stocks have not been built up dur- 
ing the year. These inferences are also 
borne out by comments herewith but 
there is no disposition to abandon equi- 
ties as a continuing investment medium, 
rather the recognition that the attrac- 
tions of present bond levels cannot be 
ignored. 

Of the 28 schools reporting for the 
two years, comparison of the stock posi- 
tions indicates an easing-up in this sec- 
tion, although most changes were mod- 
erate. De Pauw took in sail, from 43.3% 
to 25.78%, while Hamilton went from 
59.6% to 36.5%. Carnegie Institute 
made a major shift in emphasis from 
1956’s 51.5% and 34.5% in bonds and 
stocks to 29.2% and 60.8%, respective- 
ly, on the basis of market value. This 
performance was, however, distorted by 
comparison with its book valuation of 


44.8% and 39.7%, which was the 1956 
reporting basis. Even allowing for the 
contrary price movement of the two 
sectors, funds were obviously shifted 
during the year from bonds to stocks. 
Comparing extreme investment posi- 
tions on both ends of the scale, Vassar 
was second in 1956 in bonds held and 
this year leads the procession with 
48.2% thus invested, with Wesleyan at 
a low of 12.55%, except for the freak 
commitment of Rice Institute of .009%, 
which traditionally concentrates upon 
mortgages, real estate and oil and gas 
royalties. In stocks, Wesleyan, not repre- 
sented a year ago, topped the list at 
80.7% of its $38.3 million fund, thus 
registering two extremes. Nine other 
institutions held more than 60% in 
equities, with 14 in the fashionable 
50-60% range, followed by only five 





DIVERSIFICATION OF COLLEGE ENDOWMENT FUNDS 





Institution Endowment Market 

($ millions) Book 
Amherst : 36.9 M 
Bowdoin —_ 18.2 M 
California _ . 104.6 M 
Cal. Tech. - ; 54. M 
Carnegie - 44.5 M 
Chicago _ _ 169.5 M 
Clark _ 7.6 B 
Columbia ss 71.6 M 
Cornell - 105.1 M 
Dartmouth _ 55.9 M 
De Pauw . 9.8 B 
Hamilton xe sass 7.6 B 
Johns Hopkins 88. M 
Mass. Inst. Tech. -. ve a M 
Mount Holyoke —__.. 13:3 B 
Nw. 40.2 B 
Oberim: 22 54.3 M 
U. of Pennsylvania —__ 78.7 M 
Tee 14.6 M 
Princeton _ sche 122. M 
Radcliffe __. earner 155 M 
Rice Inst. 56.1 B 
Rochester 136.6 M 
<1), a eee eee 25.1 M 
RAREOR 6 se 69.3 B 
Swarthmore __....... 18.8 M 
Ls Seer ee Tee 18.8 M 
ES \ 44.4 M 
Vanderbilt - Semin 45. M 
SC a 30.6 M 
Wactung@ton) 121 M 
Washington & Lee __ 11.6 M 
Jo ie 45.9 M 
oS a a ee 38.3 M 
WV RNR co 29.9 M 
Yale __ 256. M 

Total $2,146.1 (Average) 
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(As of June 30, 1957) 


Pref. Common 
Bonds % Stock % Stock % 

34.08 2.76 60.61 
40.3 4.5 52.8 
41.3 6.4 44.5 
19.96 aio 67.25 
29.2 7 60.8 
19.9 4.1 52.6 
28.6 8.33 35.06 
36. 8. 56. 
37.96 1.08 50.7 
31.7 24 $7.2 
47.22 4.9 25.78 
52. 8.5 36.5 
37.8 2.6 50.1 
a0. 6 54.1 
41.62 4 34.94 
48.08 8.85 35.53 
4 SAZ 65.74 
31.33 5.96 56.47 
13.3 Jl 64.1 
34. 6. 59. 
5 | 2.8 61. 

.009 -- 34.16 
36.6 1.6 56.1 
40.2 1.7 52.2 
35.03 — 30.84 
25.9 Bud 60.8 
39.1 1.3 42.4 
18.59 3.05 43.84 
28.96 4.59 44.31 
48.2 8.3 42.8 
22.54 2.11 64.86 
16.1 9. 62.9 
33.1 6.5 55. 
12.55 2.97 80.7 
25.9 12.1 58.3 
29. 5. 57. 
31.3% 4.53% 51.86% 


Other % 


Comments 
2.55 RE-M 
23 .7%.M-1.6% cash 
7.8 RE-M 
7.06 RE-M 
2.9 M 
23.4 RE-M 
28.01 RE-M 
—_—— RE not included 
10.26 M-RE 
9. RE-Leasebacks 
22.1 RE-M 
3. 
9.5 RE-M-Leasebacks 
10.3 RE-M 
17.74 M-cash 
7.54 M-cash 
8.14 RE-M 
6.24 RE-cash 
220 Trust Deed Loans 
i; M 
0.5 M-cash 
65.75 M-RE 
Oil & Gas Royalties 
5.7 RE-M 
Leasebacks & 
Oil Royalties 
5.9 5.2% Plant 
.7% cash 
34.13 Real Estate 
10. RE-M-cash 


17.2 7% RE & M-3% Loans-6% Cash 


34.52 27.4% RE-M 
7.12% cash 

11.29 M 

Rf cash 

10.49 RE-M 

ag. RE-M-cash 

5.4 5.3% cash 

3.78 1.44% RE-M 
2.34% cash 

3.7 RE-M 

9. 6.3% RE-M 
2% Oil R. 
.7% cash 

11.98% 
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in the 40-50% bracket and six in the 
30-40% group. 

Unlisted investments have continued 
to run in about the 1956 ratio, with 
just a shade more interest, registering 
an average of 11.98% vs. last year’s 
10.59%. Two comments in this connec- 
tion were: “In view of chaotic market 
conditions we are having more oppor- 
tunities to look at special situations such 
as leasebacks, tanker deals, etc., and 
have made a few very high yielding 
commitments,” also “In teh past year all 
new funds have gone to fixed income, 
usually private placements with con- 
versions and warrants where available. 
Equity prices generally appear unattrac- 
tive for purchase in those issues which 
we like for long-range purposes like GE, 
IBM, Aluminums, etc.” 

Following are other comments from 
fund managers: 


“In the fiscal year just ended, we 
sold some U. S. Governments and put 
the proceeds into longer-term corpo- 
rates and we are continuing this pol- 
icy in a modest way. Since June 30th 
we made a small reduction in common 
stocks.” 

“We feel equities are high but will 
go higher; are therefore maintaining 
our position to participate in growth 
of best companies and as a hedge 
against inflation. We are spending 
part of our reserve, held for some 


years for the purpose, to buy long 
corporate bonds.” 

“There has been reduction in equi- 
ties during past year and a general 
increase and lengthening out in 
bonds.” 

& 4 A 


Costs vs. ““Administered”’ Prices 


Why do prices of some industrial 
products, including steel, remain sta- 
tionary or move upward in the face of 
easing demand? Partly, perhaps, be- 
cause they did not rise more sharply 
when demand was stronger. There are 
times when sellers voluntarily charge 
less than the traffic will bear, because 
they are less interested in maximizing 
current profits than in promoting market 
stability and retaining customers’ good- 
will with a view to successful operation 
over the long term. 

What, then, is really new and “non- 
classic” about present-day inflationary 
pressures? First and foremost, the tre- 
mendously increased bargaining power 
of organized labor. The “cost-push” 
explanation is true enough, as far as it 
goes. Yet the upward cost push would be 
much less dangerous, and might even 
be completely ineffective, if the resistant 
downward push were not so weak. Low 
employer resistance to rising labor costs 
reflects more than the bargaining 
strength of industry-wide unions exempt 





from the antitrust laws. It reflects also 
low consumer resistance to rising prices. 
This, in turn, reflects a level of money 
incomes which would be impossible 
without a money supply sufficiently large 
to be termed at least a permissive cause 
of inflation. 

In the United States, balanced Federal 
budgets and the steadfast refusal of 
Federal Reserve authorities to yield to 
political and popular pressure for cheap 
money have been the main factors op- 
posing inflation. So far, these factors 
have been only partly effective because 
of the vast earlier increase in the money 
supply and the fact that there has been 
ample room for a rise in velocity of 
circulation. The ultimate problem, how- 
ever, will not be to make the stabilizing 
policies effective but to reconcile them 
with the “full-employment commitment” 
on the one hand and prevent them from 
arousing irresistible political opposi- 
tion on the other. 

. .. . In the present instance, labor- 
union pressure, the “cost push,” is the 
most immediate and most visible activat- 
ing force. But currency stability is in 
peril because the people, in their pur- 
suit of other aims, have rejected the 
discipline that currency stability re- 
quires. 


—Guaranty Trust Co. of New York “Survey” 
for September 1957. 
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1. U.S. Government Bond Yields 
3-Year Taxable Treas. . —.—_.--... - % 4.04 3.95 3.43 4.04-3.26 3.75-1.35 1.68-0.90 1.32-1.07 (a) (a) (a) 
, 5-Year Taxable Treas. _. —_.____.. ~§ % 4.03 3.88 3.40 4.06-3.23 3.76-1.75 1.87-1.06 1.70-1.24 (a) (a) (a) 
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Victory 24s, 12/15/72-67 _.........--- % 3.64 3.54 3.15 3.65-3.08 8.51-2.44 2,.48-2.08 2.60-2.37 (a) (a) (a) 
8%4s, 1983-78 _. “ 3.65 3.64 3.24 3.69-3.21 3.45-2.59 (b) (b) (b) (b) 
3s, 1995 eietianeet Y/, 3.56 3.58 3.22 3.60-3.20 3.42-2.94 
2. Corporate Bond Yields 
Aaa Rated Long Term _..--.---. % 4.12 4.13 3.57 4.15-3.65 3.82-2.65 2.91-2.45 2.88-2.59 6.75-2.70 6.38-4.42 
Aa Rated Long Term ——.______. -~ % 4.28 4.25 3.68 4.29-3.77 3.89-2.70 2.98-2.53 3.06-2.66 7.03-2.90 6.84-4.59 
A Rated inas Ten tf... N 4.45 4.40 3.77 4.45-3.95 4.02-2.87 3.28-2.67 3.39-2.78 9.23-3.35 7.71-4.91 
Baa Rated Long Term —........... % 4.98 4.90 4.14 4.98-4.41 4.46-3.15 3.57-2.93 4.47-3.06 12.96-4.42 8.56-5.32 
3. TaxExempt Bond Yields 
Aaa Rated Long Term — ~~... a 3.41 3.45 2.62 3.45-2.75 3.05-1.28 1.98-0.90 1.84-0.93 2.81-1.56 (d) (d) 
Aa Rated Long Term - % 3.67 3.72 2.85 3.72-3.00 3.33-1.37 2.21-1.04 2.11-1.21 3.02-1.78 (d) (d) 
A Rated Long Tern ——§$— $—______.. % 3.94 3.98 3.15 3.98-3.31 3.75-1.72 2.64-1.28 2.49-1.49 8.29-2.11(d) (d) 
Baa Rated Long Term __......_. —. % 4.47 4.51 3.60 4.51-3.90 4.22-1.98 3.05-1.57 2.94-1.80 3.71-2.60(d) (d) 
4. Preferred Stock Yields 
Industrials—High Dividend Series 
Oe Sere - % 4.62 4.67 4.21 4.67-4.31 4.44-3.80 4.09-3.28 4.37-3.55 6.54-3.83 6.79-4.75 
Medium Grade _............. -~ % 5.45 5.41 4.87 5.45-4.99 5.28-4.45 5.08-4.14 5.94-4.33 12.73-4.91 8.05-5.61 
Industrials—Low Dividend Series 
Hich Grade ____ SG 4.53 4.58 3.98 4.60-4.07 4.30-3.46 3.92-3.27 (e) (e) (e) (e) 
Medium Grade =H 5.02 5.06 4.52 5.07-4.64 4.92-3.80 4.20-3.52 (e) (e) (e) (e) 
Utilities—Low Dividend Series 
i 4.90 4.91 4.29 4.99-4.37 4.68-3.78 4.24-3.40(e) (e) (e) (e) 
Medium Grade —.________ _- 5.18 5.13 4.63 5.18-4.76 4.87-4.18 4.65-3.69 (e) (e) (e) (e) 
5. Common Stocks 
125 Industrials—Prices (g) ~~ $138.73 148.83 145.06 157.66-138.53 158.98-66.75 64.46-43.20 49.30-22.69 49.10-10.56 78.06-34.81 (f) 
125 Industrials—Div. (g) — 5.93 5.92 5.86 5.93-5.89 5.89-4.13 4.44-1.76 1.94-1.52 2.05-0.72 2.53-2.16 (f) 
125 Industrialsk—Yields —....4=»+#_=_+@»__=_s 4,27 3.98 4.04 4.27-3.75 6.79-3.63 7.29-3.20 7.71-3.56 10.13-2.59 6.21-3.19 (f) 
{a)—U. S. Govt. Bond Yields in this series date from Jan. 5, 1943. (e)—Low Dividend Preferred Yield Averages in this series date from 
(b)—U. S. Govt. Bond Yields in this series date from April 15, 1953. Jan. 2, 1946. 
(c)—U. S. Govt. Bond Yields in this series date from Feb. 15, 1955. (f)—125 Industrials Averages date from Jan. 1, 1929. 
(d)—Tax Exempt Yield Averages in this series date from Dec. 1, 1936. (g)—Dollars per share. 
| *Revised 
= 
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Glidden-Durkee 


relocates plants to reduce fixed costs; adds 


Upper left: LOUISVILLE, KY. 
EDIBLE OIL PRODUCTS 


Upper right: BETHLEHEM, PA. 
ie COCONUT AND CONDIMENTS 


Lower left: BERKELEY, CALIF. 
EDIBLE OIL PRODUCTS AND 
MARGARINE 


Lower right: CHICAGO, ILL. 
EDIBLE OIL PRODUCTS 


THE STRUCTURE OF GLIDDEN DIVERSIFICATION MEANS GROWTH 


Diversification is not new to The Glidden Company. Glidden was 
founded on the premise that planned diversification offers maximum 
opportunity for profit. 

Management recognized that diversification of products, markets 
and facilities opened the widest door to growth. Diverse fields of 
operation were entered. Products within each operation were 
expanded through research and alertness to future needs. Markets 


CHEMICALS-PIGMENTS-METALS 


SOUTHERN CHEMICAL PAINT 


widened. Plant facilities were increased everywhere. This was also 
the period of integration of these seemingly unrelated operations. 


Now, this structure of integrated diversification has been estab- 
lished. Glidden has attained its maturity, a position of stability 
demonstrated by its earnings. Each Glidden Division is a profitable, 
growing business, supplying other Glidden Divisions as well as 
selling to a wide variety of other industries, as indicated below. 


CHEMURGY DURKEE FAMOUS FOODS 





—— 





Pigments and Metal Powders 
for Industry 


Paint 

Paper 

Plastics 

Rubber 

Appliance 
Ceramics 

Building Materials 
Transportation 
Marine 

Leather 

Glidden Paint Division 


Naval Stores 
Terpene Chemicals; Resins 


Paper 

Rubber 

Plastics 

Chemical 

Cosmetics 

Food 

Building Materials 
Essential Oil 

Paint 

Textile 
Pharmaceutical 
Soap and Detergent 
Glidden Paint Division 


For Consumers; Product Finishes 
Industrial Maintenance 
All Surfaces 


Consumer Paint Market 
Painter Trade 
Container 

Industrial Maintenance 
Automotive 

Appliance 
Construction 

Building Materials 
Furniture 
Transportation 

Boat and Marine 
Electronics 

Plastics 


Soybean Derivatives 
Grain Merchandising 


Food 

Pharmaceutical 
Paint 

Packaging 

Building Materials 
Transportation 
Rubber 

Plastics 

Graphic Arts 

Paper 

Glidden Paint Division 
Durkee Famous Foods 


For Food Processors 
Restaurants; Consumers 


Consumer Food Market 
Baking 

Confectionery 
Institutional Cooking 
Restaurant Trade 
Specialty Food 
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makes profit moves; 


production; invests >500,000 in new equipment 





One of the leading processors of edible oils, Durkee is also a recognized leader in supplying 
specialty products to the commercial food industry. 


To better serve food manufacturers and the retail food trade—and to meet the growing 
demand for coconut, spices and flavorings—Durkee has recently moved its coconut and con- 
diment production from Elmhurst, N. Y., to a new plant in Bethlehem, Pa. Here, Durkee 
is investing $500,000 in additional processing and packaging equipment. With more 
efficient production, more capacity, and lower fixed costs, Durkee can now fully capitalize 
on its food sales acceptance in both the commercial and consumer fields. 

Prior to this move, the Elmhurst vegetable oil refinery facilities had been transferred 
and combined with those at Louisville, Kentucky, resulting in more efficient production. 
In-transit freight rates provide for lower shipping costs into the Eastern markets, where 
the existing sales force will continue to be directed from sales offices in the East. 


DURKEE FAMOUS FOODS DIVISION 
PrUert 


THE GLIDDEN | 


| $4,200,000 1953-57 / ALT. 
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UNION COMMERCE BLDG. >: 


CLEVELAND 14, OHIO 


Investments of $4.2 million in the last 5 years 
include expenditures for new research facilities, 
additional production capacity, and plant reloca- 
tions. These activities have already produced 
additional earnings. 





in the food business 


How Glidden-Durkee maintains position of leadership 
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in a matter of minutes, today’s 


homemaker can prepare a whole 
meal, from rolls to dessert, 
‘hanks to Durkee ingredients 
pecially formulated to help 
make possible a growing list of 
quick-convenience foods. 
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Where bakers go to school: 
Durkee Famous Foods Division 
laboratories in Chicago are not 
only a testing center, but a train- 
ing and research service for 
Durkee customers in the food 
industries. 


New taste sensations. Eight- 
een recently introduced Durkee, 
Gourmet Seasonings range from' 
Powdered Mushrooms to Barbe- 
cue Seasoning and Salad Herbs 

- - meet housewives’ growing 
demand for unusual flavorings. 


Coconut has to be fresh and 
moist to sell! And Durkee’s 
Snowflake Coconut is, always, 
because of the exclusive Durkee 
sealed-in-moisture foil bag. 
Result: broader trade accept- 
ance and growing sales. 











The Big Challenge 


EQUITIES PERMANENT PART OF INVESTMENT FABRIC 


President, 


i HREE YEARS AGO I HAD THE TEMER- 
77 to address the Trust Division 
on the subject of common stock invest- 
ments under the title: “Common Stocks 
—The Big Change.” My intent was to 
explore the reasons for the great change 
in fiduciary investment policy in the last 
fifty years or so that brought on the 
general use of common stocks in the 
portfolios of pension and insurance 
funds, institutional endowments, and all 
types of fiduciary accounts. 

While recognizing the impact of in- 
flation in this shift of investment em- 
phasis, | ventured the opinion that the 
emergence of equities as a_ suitable 
medium for so-called conservative funds 
rests on a more dependable base than 
inflation. I cited these three rather 
fundamental factors: 

First is the emergence of the 
United States as the world’s hard- 
money financial center, with conse- 
quent stability in the pattern of in- 
terest rates. While we have just wit- 
nessed a rather substantial and rapid 
change in the money market, it should 
be pointed out that in a world har- 
assed by inflation, the United States 
is still the cheapest place to borrow 
money. 

The second factor is the more ma- 
ture and stable industrial climate in 
which to invest in ownership. 

The third element is the more fa- 
vorable equity market in which to 
function, due to closer supervision 
and self-regulation, thereby reducing 
speculative hazards. 

The passage of three years has not 
in any way changed my views. I am 
glad to say again that we are engaged 
in equity ownership as a permanent 
part of our investment fabric. 

In recent years, the ownership of 
common stocks has been both reassur- 
ing and rewarding. A _ fast-growing 
economy and a rising stock market be- 
tween 1947 and the middle of 1957 
gave us a climate that was certainly 
stimulating, as well as free of economic 
storms or even of sudden and brief 

From address before annual Trust Division 


Meeting, American Bankers Association, Sept. 23, 
1957. 
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BENJAMIN STRONG 


The United States Trust Company of New York 


squalls. We must admit that we are 
likely to look back on those years as a 
period of relatively smooth sailing. Now 
we begin to worry as to whether or 
not these happy times will go on for- 
ever without disagreeable interruptions. 

Being interested in sailing as a sport, 
I cannot resist the temptation to com- 
pare the still prevalent tranquillity of 
spirit with the yachtsman who sails 
along in a fair breeze with all sails set, 
but with total disregard of threatening 
thunderheads on the horizon. If our 
sailor-friend knows the danger signs 
that precede a sudden line-squall, he 
will take in some sail before the dis- 
turbance hits and until it blows itself 
out. He will then be in a position to 
sail on, with his boat still seaworthy and 
his sails intact. His craft, in short, will 
be able to take him on to many days of 
smooth and rewarding sailing. The in- 
experienced or reckless sailor will 
emerge from such an experience with 
his boat damaged, as well as his repu- 
tation as a yachtsman, and his sails so 
blown to bits that he has nothing left 
with which to sail on to the calm and 
rewarding waters that lie ahead for 
yachtsman number one. 


Economic Changes Inevitable 

With this oversimplified simile, I am 
trying to point out that the weather can- 
not be counted on to continue indefi- 
nitely without change. In my opinion, 
we have come no nearer to solving the 








Mr. Strong addressing Trust Division annual 
meeting. 


economic cycle than we have to control- 
ling the amount or distribution of the 
fall of rain. It is true that we have 
made some progress in flood-control 
and irrigation, but we must remember 
that it still rains unexpectedly. True 
also, we have learned to cushion many 
of the impacts and symptoms of the rise 
and fall of business swings; but we are 
surely not in a completely new era that 
eliminates the risks of temporary ad- 
justments in our economic position, 
either minor or major. 

We, as trust officers, have assumed 
many and diverse problems in our ca- 
pacity as important holders of equities, 
in good times and bad. These problems 
will tax our judgment, knowledge, and 
experience to the utmost. I am deeply 
impressed by the responsibility that 
rests on us to make a good showing in 
our role as_ stockholders. We must, 
above all, justify the confidence that the 
public has shown by entrusting to us a 
constantly growing volume of funds for 
investment management. Furthermore, 
these funds are not just the accumulated 
wealth of the prosperous. They now in- 
clude, in important measure, pension 
funds that have in their care the finan- 
cial future of hundreds of thousands of 
men and women. As I ventured to say 
three years ago, we as trust officers are, 
with our institutions, wrapped up close- 
ly and irrevocably in the financial and 
economic fabric of our country and its 
people. Our thinking and our judg- 
ments must be broad-gauge; and our 
policies must reflect independent 
thought, and must be based on an 
objective approach to every phase of 
the problem. 


Charting a Sound Course 


In looking ahead, we must agree on 
one fundamental premise — that the 
prospects for prosperous growth of our 
American economy can be regarded as 
a safe long term expectation. Any trust 
officer who does not believe this should 
leave this room immediately, pack his 
bag, and fly home to start complete 
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liquidation of his common stock posi- 
tion! After all, the only real justi‘ca- 
tion for undertaking the risks involved 
in holding stocks at this point is the 
belief that over the years tehy will give 
our accounts a share in the growth and 
profit of our industrial and financial 
structure. 

So far I have not referred to the 
title of this discussion. The challenge 
is this—we, as fiduciaries and invest- 
ment managers, must have the wisdom 
to chart a sound course of investment. 
We must produce policies that will 
bring the greatest possible rewards to 
beneficiaries, residuary interests, and 
investment clients. We must be able to 
sift through many crosscurrents of con- 
fusing opinions, some motivated by 
profit, some by political ambition, some 
by devotion to statistical dogma, and 
many others by wishful thinking and 
outright ignorance. We cannot fulfill 
responsibilities and produce results by 
reiterating comforting statements like: 

“T believe in the long term future 
of the U.S.A.” 

“IT won’t sell America short.” 

“We have a constantly expanding 
«conomy.” 

“We are in a long term inflationary 
period, so stocks are bound to go up, 
and bond income can only go down 
in purchasing power.” 

“The growth in population insures 
an uninterrupted prosperity.” 

To be specific, we might examine the 
particular areas of challenge that stock 
ownership involves. Inflation is perhaps 
the most basic of all to the investor in 
common stocks. This challenge has been 
met over the past fifteen years to a 
large extent simply by acquisition of 
large proportions of common. stocks, 
particularly in the growth and raw ma- 
terial categories. In part because of the 
growth of the economy and the im- 
proved character of the equity market, 
this method of meeting inflation has 
accomplished much of its purpose. How- 
ever, a fundamental difficulty has be- 
come apparent: inflation is incompatible 
over the long term with a healthy econ- 
omy. It will eventually destroy the 
sound growth for which we all hope. 


Inflation—Sham and Swindle 


The experience of inflation in recent 
ars has brought a rather general be- 
lef in the inevitability of rising prices. 
‘lation has been surprisingly widely 
‘epted as necessary to a constantlv 
owing economy. It is my firm belief 
sat this concept of a slow, largely bene- 


ient inflation is wrong and cannot 
ist. 
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If inflation does continue by getting 
imbedded in popular psychology and in 
governmental spending and monetary 
policy, it inevitably results in increasing 
efforts by businesses and individuals to 
build and to buy ahead of anticipated 
price increases. It results in the accept- 
ance by business of excessive wage in- 
creases simply as added cost to be 
passed along. The resulting accelerated 
price advances cause greater efforts to 
anticipate the trend, and the inflationary 
pace turns into a gallop. 

Since inflation is fundamentally a 
swindle, it weakens the moral fiber of 


society. The government, for example, 
may sell its bonds on public assumption 
of integrity of the dollar, yet with 
private realization that depreciation of 
purchasing power will deprive the in- 
vestor of at least a part of his income 
as well as of his capital. As inflation 
continues, it destroys economic balance. 
It encourages overborrowing and over- 
building. It enriches some groups, in- 
cluding the most speculative elements. 
It impoverishes other groups, including 
all holders and beneficiaries of fixed 
incomes. Because of the destruction of 
economic balance, inflation must event- 
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ually be followed by a period of drastic 
adjustment and unemployment. The 
further inflation progresses, the more 
unbalanced becomes the economy, the 
stronger the temptation to inflate fur- 
ther, and the more severe the adjust- 
ment which must follow. 

Today we are in the midst of an in- 
flation which may accelerate and have 
much further to go, or it may be that 
it is much closer to an end than most 





_ REGULAR 
QUARTERLY 
DIVIDEND 


# The Board of Directors has 

# declared this day 

COMMON STOCK DIVIDEND NO. 93 
This is a regular. quarterly 
dividend of ~" = 


25¢ ort 


Payable on November 15, 1957 

zs: to holders of record at close 

of business October 19, 1957. 
H. Edwin Olson 

Vice-President and Secretary 

October 3, 1957 


THE COLUMBIA 
= GAS SYSTEM. INC. 











THE CINCINNATI GAS 
& ELECTRIC COMPANY 





Over 104 years of uninterrupted 
cash dividends on common stock 


The 
Board of Directors has declared 
a quarterly dividend of 37% cents 
per share payable November 15, 1957, 
to shareholders of record 
October 15, 1957. 


WALTER E. BECKJORD, SECRETARY 





of us believe. We see before us the 
developing conflict between the wage- 
propelled inflation that has become so 
persistent and the Federal Reserve’s 
effort to keep credit expansion in line 
with normal economic growth, an ef- 
fort to avoid providing the funds for 
inflation. 

As investors of conservative funds, as 
representatives of institutions identified 
with sound finance, and as responsible 
citizens, we must exert all influence 
possible in support of sound money and 
credit policies and against the inflation- 
ary trend. For example, we can take 
every opportunity to support the Fede- 
ral Reserve’s present monetary policies. 

Before dismissing inflation, we should 
emphasize the fact that the great and 
final impact of continual and substan- 
tial price inflation and currency depre- 
ciation is violent, and usually leads to 
sudden deflation and chaos. I do not 
share the views of many authorities, in- 
cluding some of our legislators, who 
believe that a gradual rise in the price 
level can go on forever without impair- 
ing the economic health of the nation. 
In order to prevent excesses of overex- 
pansion and unwarranted debt-creation, 
we need periods of adjustment and 
settlement. 


Change Challenges Ingenuity 


Today we have some indication that 
we may be faced with such a period of 
consolidation. We need to appraise the 
implications of such factors as the rapid 
increase in outstanding credit of all 
types—short term and long, public and 
private, producers’ and consumers’. We 
all see weak spots in certain current as- 
pects of industry. Cost levels are being 
scrutinized by purchasers. The buying 
public may be in the process of decid- 
ing to wait for better opportunities, 
after years of rising prices. 

We must remember that if the whole 
business and financial community could 
accurately judge the future, these eco- 





MATC 


| Meany WANA CONSECUTIVE 


OF DIVIDENDS 


The Board of Directors of The Diamond Match Company 
on September 26, 1957, declared aregular quarterly dividend 


of 45c per share on the Common Stock. At the same meeting the 
Board also declared a quarterly dividend of 37'c per 
share on the $1.50 Cumulative Preferred Stock. 
._ Bothdividends are payable November 1, 
& 1957 to stockholders of record 
October 7, 1957 
PERRY S. WO 





MATCHES - PULP PRODUCTS - LUMBER - BUILDING SUPPLIES - WOODENWARE 








nomic adjustments would be relatively 
painless. We must hope to be numbered 
among the minority that has the fore. 
sight and courage to turn against the 
tide of popular opinion. 

A critical eye on all these factors is 
essential. This is no time for compla- 
cency or blind optimism. Whichever 
way things go, we can be certain that 
we are in or are approaching a period 
of change that will challenge our in- 
genuity and resourcefulness. 

No segment of our financial structure 
is better equipped to meet this challenge 
than the banks in their fiduciary ca- 
pacity. In their corporate entity they 
have permanence and continuity, along 
with strong legal and legislative author- 
ity and supervision. Long time experi- 
ence in credit and investment matters, 
augmented by ready access to factual 
information and opinion, provides a 
background for investment judgment 
and decision that cannot be duplicated. 

It is safe to say that the experience 
of the past ten or twelve years has 
vastly increased the standing and pres- 
tige of the corporate fiduciary through- 
out the country. | doubt if any similar 
period in financial history has brought 
more challenging opportunities to trust 
institutions than have these years since 
the Second World War. We have gone 
a long way in throwing off the stigma 
that has dogged us for so long—best 








A regular quarterly dividend 


of 30c per share has been declared 
by Daystrom, Inc. Checks will be 
mailed November 15 to sharehold- 
ers of record October 28th. 


’ Murray Hill, N. J. 


Electrical and 
electronic products 





Modern furniture 
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CONSOLIDATED 
NATURAL GAS 
COMPANY 


30 Rockefeller Plaza 
New York 20, N. Y. 


DIVIDEND No. 39 


Tue BOARD OF DIRECTORS 
has this day declared a regu- 
lar quarterly dividend of Forty- 
Seven and One-Half Cents 
(4742¢) per share on the capi- 
tal stock of the Company, pay- 
able November 15, 1957 to 
stockholders of record at the 
close of businessOctober 15,1957. 


R. E. PALMER, Secretary 
September 17, 1957 
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illustrated by the oft-heard remark, “All 
they do is buy government bonds.” 

The greatest change in public atti- 
tude toward corporate fiduciaries has 
come from our own recognition of the 
place that common stocks have acquired 
in the investment picture. An important 
aspect of the ownership of stocks is the 
responsibility it carries—an aspect that 
bears constant repetition and emphasis. 
As substantial owners of the industrial 
fabric of the nation, we must use our 
influence and position to foster condi- 
tions that will enable these holdings to 
prosper. 

For example, we are as bankers in- 
evitably involved in and dependent on 
the political climate of the country. As 
we approach important national elec- 
tions in 1958 and 1960, we should do 
our utmost to see that the selection of 
administrators and legislators is made 
with the greatest possible care and wis- 
dom. Our free economic system requires 
understanding, appreciation, and devo- 
tion by our public authorities. Other- 
wise, its vitality soon disappears, along 
with the confidence that sustains it. 
Finally and inevitably its freedom seeps 
away, and the road to statism is wide 
open. Never forget that that is a one- 





ALLEGHENY LUDLUM STEEL 
CORPORATION 


Pittsburgh, Penna. 


At a meeting of the Board of 

Directors of Allegheny Ludlum Steel 

Corporation held today, September 

[ML 5, 1957, a dividend of fifty cents 

($0.50) per share was declared on 

the Common Stock of the Corpora- 

tion, payable September 30, 1957 to 

Common Stockholders of record at the close of 
business on September 13, 1957. 


S. A. McCASKEY, Jr. 
Secretary 
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Pacific Gal = Flocivic | 
Company 


DIVIDEND NOTICE 
COMMON STOCK 
DIVIDEND NO. 167 


The Board of Directors on 
September 11, 1957, de- 
clared a cash dividend for 
the third quarter of the 
year of 60 cents per share 
upon the Company's com- 
mon capital stock. This 
dividend will be paid by 
check on October 15, 
1957, to common. stock- 
holders of record at the 
close of business on Sep- 
tember 23, 1957. 
K. C. CHRISTENSEN, 


Treasurer 


San Francisco, Calif. 
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way thoroughfare from which retreat 
is difficult and painful. 

I had hoped to summarize my 
thoughts without resorting again to 
nautical metaphors. However, having 
transformed you all into mariners, I 
have now no choice but to remain in 
character. 


1. There are clouds on the horizon 
today, which were not discernible be- 
fore. It remains to be seen whether 
or not they contain winds and rain. 
In any case, some of us have already 
taken in a little sail. 

2. Nonetheless, we are in common 
stocks to stay; and no disturbance 
which I can foresee will prompt us to 
drag our staunch boats completely 
out of the water. There may be a 
challenging opportunity to demon- 
strate our seamanship in waters 
which are rough but still navigable. 

3. Inflation is an evil force for 
which common stocks are not the 
cure. Combatting inflation by every 
means at our disposal is a challenge 
as well as a duty. Our ownership of 
equities makes this imperative. 

4. Finally, as bankers we should 
exercise financial leadership in such 
a way that our opinions will be re- 
spected and heeded. We should ex- 
press them more often and more 
courageously on the many issues that 
influence the country’s economic life. 
The role of banks or trust companies 
as important owners of our country’s 
industry must be active and not pas- 
sive. Here lies a final challenge in our 
ownership position—will we take our 
full part in steering the hazardous 
course that may confront our country 
in the years ahead? 

Knowing you as I do, I feel confi- 
dent of the answer! 


A A A 


e A pilot course on “Building a Man- 
agement Team” was successfully spon- 
sored this summer by the Illinois Bank- 
ers Association Committee on Internal 
Education and Training of Bank Staff 
members. Of 25 bank presidents invited, 
23 accepted and attended the classes. 
The case method was used in the class- 


es that ran from 8:30 A.M. to 9:00 P.M., 
and reading assignments dealt with hu- 
man relations, communications, organi- 
zation and managerial policy. The 
course was organized by committee 
chairman Victor Cullin, vice president 
of Chicago Title & Trust Co., and Dean 
Leon A. Bosch of the Graduate School 
of Business Administration, Northwest- 
ern University. 
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Southern California 


Edison Company 


DIVIDENDS 





The Board of Directors has 
authorized the payment of 
the following quarterly divi- 
dends: 





COMMON STOCK 
Dividend No. 191 
60 cents per share; 








PREFERENCE STOCK, 
4.48% CONVERTIBLE SERIES 
Dividend No. 42 

28 cents per share; 












PREFERENCE STOCK, 
4.56% CONVERTIBLE SERIES 
Dividend No. 38 

28/2 cents per share. 








The above dividends are pay- 
able October 31, 1957 to 
stockholders of record Octo- 
ber 5. Checks will be mailed 
from the Company's office in 
Los Angeles, October 31. 


P.C. HALE, Treasurer 


September 20, 1957 
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DIVIDEND 


NO. 306 





Insurance Company of North America 
Philadelphia 


The Board of Directors has declared 
a quarterly dividend of 6214¢ per 
share on the capital stock of the 
Company payable October 15, 1957 
to stockholders of record at the close 
of business September 30, 1957. The 
Transfer Books will not be closed. 
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J. KENTON EISENBREY 
Secretary 
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Only STEEL can do so many jobs so well 





L 

Operation Deep Freeze. Last year, to prepare Antarctic base sites for the 
present International Geophysical Year, U. S. Navy Task Force 43 made an 
almost complete circle around Antarctica. Lead vessel was the USS Glacier, 
powerful pride of the Navy’s icebreaker fleet. In this startling picture, the 
Glacier pokes her tough steel nose into the desolate Atka Bay ice barrier so 
that scientists and Navy men can reconnoiter and plant the American flag. 





The Finest Printing is Done on Clay. High-gloss papers (called enamel- 
coated) are covered with a thin coating of smooth, hard, lustrous clay to keep 
printing inks from being absorbed into the paper fibers. That clay is mixed 
in tanks like this one. Tanks are stainless steel because nothing else can with- 
stand the grinding action of the clay and at the same time keep it pure and 
white. In fact, this stainless tank has lasted seven times as long as the pre- 
vious non-stainless tank. 








UNITED STATES STEEL 








High Line At Low Cost. These gigantic 
electrical transmission towers are 198 feet 
high -because they must provide 100 feet of 
clearance for ships passing underneath in 
Old Tampa Bay, Florida. By using a special 
USS Man-Ten High Strength Steel, 614 
tons were trimmed off the weight of each 
tower. The total money saving for four 
towers amounted to $7,200 . . . far more than 
the slight extra cost of the high strength 
steel. Another job well done with steel! 





American Bridge . . . American Steel & Wire and Cyclone Fence . . . Columbia-Geneva Steel 
Consolidated Western Steel . . . Gerrard Steel Strapping . . . National Tube . . . Oil Well Supply 
Tennessee Coal & Iron . . . United States Steel Homes . . . United States Steel Products 
United States Steel Supply . . . Divisions of United States Steel Corporation, Pittsburgh 


Union Supply Company - United States Steel Export Company - Universal Atlas Cement Company 
USS and MAN-TEN are registered trademarks of United States Steel 


Watch the United States Steel Hour on TV every other Wednesday (10 p.m. Eastern time). 7-2229 
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|} Tne EucaTION OF 100,000 CaprraLists 


Big Role for Investment Clubs 
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LYLE ANDERSON 


City National Bank & Trust Company, Chicago, Illinois 


NVESTMENT CLUBS HAVE BEEN IN EX- 
| istence in the United States in excess 
of fifty years, the oldest on record being 
a Texas club which began operation in 
1898. These early clubs came into being 
from a combination of similar social 
interests and a desire to investigate the 
intricacies and rewards of speculation. 
These objectives are still followed by 
some clubs comprising older, wealthier 
and more sophisticated members, though 
it is safe to say that such (speculative) 
groups are in the minority. 


The modern movement had its incep- 
tion in 1940 in Detroit, Michigan, when 
the Mutual Investment Club of Detroit 
began operating on the three concepts 
of Investment Club procedure which are 
now classical: (1) Investing each 
month; (2) Reinvesting all dividends; 
(3) Buying only growth companies. In 
October, 1951, the National Association 
of Investment Clubs came into being 
with four Charter Members. The main 
objective of the NAIC is to change the 
emphasis of Investment Clubs from 
basically social to basically educational 
lines. The Association publishes an ex- 


tensive list of aids helpful to Investment 
Clubs. 


Today the New York Stock Exchange 
estimates that there are more than 10,- 
000 Investment Clubs with upwards of 
100,000 members in the United States. 
According to a NYSE survey, it is pos- 
sible that Investment Clubs may make 
4,000 transactions a month on the Ex- 
change, buying and selling 180,000 
shares with total value in excess of $6,- 
000,000, a significant part of the market. 


It is evident that there is a definite 
need for establishment of uniform prin- 
ciples for the guidance and education 
of this fast-growing segment of the in- 
vesting public. This is the function un- 
‘ertaken by the NAIC, which is now 
omposed of over 1,800 member clubs. 
‘hese figures would indicate that the 
vajority of clubs operate independently, 
‘owever, in forty states there is no clear 


7 ‘dication of statutory regulation cover- 
ing the clubs. 


—— 
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As senior investment analyst of this 
leading trust department, Mr. Anderson 
has made a first-hand survey of this new 
socio-financial idea, with most interesting 
conclusions.-Ed. Note. 











Transfer and Tax Status 


One point of confusion has arisen 
with regard to the position of a Trans- 
fer Agent in the transfer of shares into 
the name of an Investment Club. When- 
ever it appears that the transferee of a 
certificate might belong in the club or 
association category, Transfer Agents 
feel obliged to call attention to the fact 
that serious difficulty might be encount- 
ered in the event of sale or disposition 
of stock so registered. Difficulty would 
arise if the club or association lacks 
customary formality of Articles of Asso- 
ciation, because lack of formal associa- 
tion would require posting of a satis- 
factory surety bond. 


If the club is formalized, it is neces- 
sary for the club to file with the Trans- 
fer Agent the usual certified copies of: 
(1) Constitution or by-laws setting out 
the title of the governing body; (2) 
Resolution authorizing and directing 
certain officers to sell, assign and trans- 
fer stock; (3) proper assignment by 
authorized officers with their signature 
guaranteed. Most clubs, in order to pre- 
clude any such difficulties in the trans- 
fer of shares, keep certificates in brok- 
ers’ street name or use a nominee. It is 
in this capacity as nominee and/or safe- 
keeping agent for the club’s securities 
that a trust institution is able to be of 
service to an Investment Club. This ar- 
rangement would also provide a con- 
venient place for delivery of newly pur- 
chased securities. 


A second point of confusion has been 
the legal status of the club for tax pur- 
poses and legal liability involved in 
membership in the club. It has been 
established that clubs are for the most 
part considered as partnerships for tax 
purposes by the Treasury Department. 
Preliminary studies on legal liability 
also classify the clubs as partnerships, 


and individual club members would in- 
cur no more legal liability than mem- 
bers of a Country Club or similar or- 
ganizations. A complete study on the 
legal liabilities has been undertaken by 
the University of Michigan. 


Diversity of Membership 


The question of membership brings 
up several points of interest. The gen- 
erally accepted limit for membership is 
fifteen in most groups. It is always ad- 
vantageous to have the group consist 
of close friends, for the common root 
of friendship is as important as the 
educational value of the club. It is gen- 
erally thought that the personnel should 
be drawn from a wide variety of busi- 
ness backgrounds, to bring together 
specialized knowledge in many different 
fields. Many groups exclude brokers 
from the group in order to remove any 
opportunity for profit or compensation 
for any member thereof. Especially de- 
sirable, however, is a lawyer in the 
group because of the necessity of com- 
pliance with security regulations and 
other laws of the state in which it 
operates. 


It is a regular practice in many clubs 
to have each member report on new. 
developments in his own particular field 
at each monthly meeting. A viewpoint 
diametrically opposed to this diversified 
background is the club consisting solely 
of policemen, mail carriers or employees 
of a single company, or some other 
rather limited field like a bridge or 
garden club. 


There has been a concentrated effort 
of late to widen the base of securities 
ownership, to further accentuate the 
fact that the owners of industry in the 
capitalistic economy are individuals, 
not the state. Capitalism will certainly 
function best if people in general under- 
stand investment principles and are edu- 
cated to use them successfully. From 
them will come equity capital to aid in- 
dustrial expansion. 


The avowed purpose of the clubs and 
their members is the production of edu- 
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cated investors who will provide this 
equity capital, and at the same time 
learn to conduct family finances better 
and improve business acumen and un- 
derstanding of the American business 
scene. Many people are also being pre- 
pared to use investments to supplement 
earnings, particularly in _ retirement 
years, when a pension may be the chief 
source of income. 


Do-It-Yourself, with Guidance 


In the interests of properly stressing 
the educational function of the clubs, 
the selection of securities for purchase 
represents the central effort of the group. 
The rise of the Investment Club has not 
relegated to a secondary place the 
classical concepts of investment analysis 
and selection. For this reason, the ser- 
vices of a capable investment man, if 
available to the group, are invaluable, 
particularly at the beginning, when the 
employment of various charts, graphs, 
and curves may be somewhat confusing, 
and the underlying concepts somewhat 
vague to most members. 


The “do-it-yourself” concept of secur- 
ities analysis does, of course, form the 
keystone of investment education, but 
the tools of analysis should be used 
only after some grasp is acquired of 
their proper use. The use of Stock Se- 
lection Guide Sheets, with all the neces- 
sary graphs, charts and statistics used 
in analysis of a company set up in a 
printed form is most helpful. This form 
covers sales and earnings growth, yield, 
past statistics, five-year forecast, prices 
and price/earnings ratios, price zoning 
and upside/downside ratios. 


The normal procedure is for the vice 
president of the club to appoint a com- 
mittee of at least two members to present 
an industry review at each meeting, 
along with any specific recommenda- 
tions for purchase. It is also generally a 
rule that no security will be considered 
without having a complete analysis of 
the company for presentation at the 
monthly meeting. This removes the pos- 
sibility of any stock being purchased on 
the basis of “hot tips” or last-minute 
“inside dope.” By thus requiring care- 
ful study of the securities presented each 
month, and by constant rotation of the 
educational and investigational commit- 
tees, all members become conversant 
with an intelligent investment procedure. 
The success of these underlying princi- 
ples is borne out by the fact that a great 
number of club members eventually 
reach the point where they wish to in- 
vest on their own, on a larger scale. 
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Howell (Mich.) Investment Club, organized in 1951, has 10 members who invest $25 per 





month each. Membership covers 50-mile area. 





4. Keys to the Club Ring 


The four vital cautions given for any 
potential investor also apply to a pros- 
pective club member. These are (1) have 
a cash reserve for family emergencies 
first; (2) understand the risks and tailor 
investments to the risk you can afford; 
(3) gather the facts; (4) get good ad- 
vice. Point 1 is a personal decision made 
before joining a club, while the other 
three will be good and valid reasons for 
joining. Point 1 is also one reason why 
the monthly dues are very low, in many 
cases $10.00 a month. With a nominal 
amount it is easier for each member to 
commit the investment of his contribu- 
tion to group judgment. With a large 
contribution involved, most members 
would be loath to yield their prerogative 
of determining its disposition. Thus the 
small monthly dues make possible a 
more objective approach to group invest- 
ment judgment, and remove most of 
the emotional factor. Later, with an un- 
derstanding of investments gained 
through the club, the member may wish 
to invest larger amounts of his own 
funds, over which he will exercise sole 
control. 


The social aspect and educational 
value temper the individual circum- 
stances somewhat, but the profit motive, 
or hope of profit, remains a fundamental 
incentive for continuing investigation. 
For this reason the growth stock has 
always been the favorite investment me- 
dium of Investment Clubs. Usually ages 
and financial circumstances of members 
are such that they do not desire to buy 
income. With low monthly contribu- 
tions, the only practical way of making 


money is through steady market appre- 
ciation of securities held. Add to this 
the concept of regular monthly invest- 
ment and reinvestment of dividends, 
and the long-term picture is stressed. 


Having thus determined that the 
growth equity is the favorite instrument 
of the Investment Club, the natural 
subsequent step is to determine the ele- 
ments of a growth equity. The starting 
point in this evaluation of a company 
is its management. A forward-looking, 
aggressive management which has made 
the most of its opportunities, and in 
many cases created its opportunities 
when none existed, is perhaps the largest 
plus factor. Without good management, 
strong current position and excellent fu- 
ture prospects can go by the board. 
Current and future demand, develop- 
ment of new markets, possibility of 
obsolescence of product, and research 
programs are also important factors. 
Retention of a large part of earnings 
for corporate expansion, and ultimately 
greater earnings potential, will be an- 
other mark of growth equity. This will 
result in a high price/earnings ratio, 
and the small dividend payout will re- 
sult in a low yield. 


A stock may, however, have all these 
things, but have reached a price beyond 
any realistic potential. This is the point 
where expert assistance and careful eval- 
uation of growth trends and price range 
become most important, and the time 
spent in careful analysis will be most 
profitable. 


Review Purpose as Well as Security 


The question of reviewing securities 
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already held is also an important one. 
While the selection of shares for cur- 
rent purchase is usually the main order 
of business, late and important informa- 
tion on companies whose shares are al- 
ready owned should also be obtained. 
A change in management can be partic- 
ularly significant, or a possible proxy 
fight, or any of a number of things. 
Stocks are not bought to be put away 
and forgotten. Here, again, the presence 
of a skilled investment advisor is of 
inestimable value to the group. It is 
necessary to recalculate the buying, re- 
viewing the selling zones for all hold- 
ings periodically to help determine 
whether or not prices have become un- 
realistically high. If a new stock is 
bought each month during the first year, 
it is evident that a year-end review on 
all holdings is necessary, in order to 
decide which companies and/or indus- 
tries will be concentrated upon during 
the second year. 


It is not intended, from the foregoing 
suggestions, to make a complicated op- 
eration necessary for proper function- 
ing. The final test of the success of the 
group is the answer to the question of 
whether or not it has accomplished its 
avowed purpose. In the case of the In- 
vestment Club, the purpose is two-fold; 
investment education and the fundamen- 
tal social base which distinguishes the 
group as a “Club” in the first place. If 
one is excluded or relegated to a minor 
position, the group has lost its reason 
for existence. 


It will soon be discovered that it is 
next to impossible to buy only stocks 
that will constantly rise in price, as 
would be necessary for speculative pur- 
poses. The alternative, then, is to care- 
fully seek out shares which offer good 
value, and buy those shares according 
to a long-range plan. The term “invest- 
ment” implies the use of prudence, dis- 
cretion, and intelligence, and involves 
consideration of probable safety of 
capital invested as well as the probable 
income. 


Observations from Survey 


As a matter of actual practice, most 
sroups function along easy-going, in- 
‘ormal lines. Of perhaps a dozen groups 
sampled, only two have dues in excess 
of $10.00 per month, the suggested 
‘gure. Only one has in excess of fifteen 
‘embers, and only one has a sizable 
‘ganization with several committees. 
n all cases, monthly meetings are din- 
‘er meetings, in most cases cost being 


efrayed from club profits. The follow- 
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ing points are evident from conversation 
with club members: 


(1) Contributions are nominal—usu- 


ally $10.00 or $20.00 per month. 


(2) Accent is on capital gains—usu- 
ally legitimate growth equities, but oc- 
casionally a calculated speculation in- 
volving small well-managed companies 
which have not yet attained wide market 
following, but which seem likely to gain 
prominence. 


(3) Club has definite investment edu- 
cational virtue. Members are exposed to 
research on industries and companies 
normally outside their scope of knowl- 
edge or interest. 


(4) Investigation committees must 
expend considerable time and effort in 
research before stocks will be consid- 
ered for purchase. 


(5) Most Club members have brok- 
erage accounts of their own, many times 
as a result of interest aroused in the 
securities by club research. 


(6) Purely social nature of the group 
remains the main point of attraction 
for most members. For this reason, an 
experienced investment advisor is an 
obvious asset. 


(7) Investment Clubs have become a 


new force in the securities markets, and 
give every indication of continuing ex- 
pansion and growth. 


Share ownership continues to expand, 
having grown 33% since 1952 to a 
figure of 8,630,000 shareholders, al- 
most two-thirds of whom earn less than 
$7,500 annually and come from all walks 
of life. The opportunities offered by the 
clubs for investment education and prac- 
tice, contributing to orderly markets 
and opening new fields for new equity 
financing, is exceedingly great. 
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Oil Stocks Lead 
Mutual Fund Holdings 


The June 30, 1957, issue of Vickers 
Associates’ list of the “Favorite Fifty” 
stocks held by investment companies 
shows petroleum filling more than half 
of the top places. The oil business cap- 
tured six of the top ten positions by total 
dollar value and five of the top ten by 
number of companies holding the stock, 
with Standard Oil of New Jersey well in 
the lead in both lists. Oil and natural gas 
stocks represented 36.3% of the total 
dollar value of all the Favorite Fifty 
stock holdings — the highest percentage 
of any industry. 








portfolio — 


Government securities. 





Of particular help 
to Trustees and Bankers 


A thorough and impartial review of any investment 


A review prepared under the direct supervision of 
our Institutional Department... 

A review that reflects the considered opinion of spe- 
cialists in all types of corporate, municipal, and 


Each year now we prepare hundreds of such reviews for trust 
officers throughout the country, have a growing list of banks who 
send along various portfolios for periodic analysis. 

If you feel that such a review might be helpful to you on any 
particular portfolio, we will be happy to provide it. 

There isn’t any charge for this service, just mail the portfolio 
—§in confidence, of course —to— 


R. J. CHVAL, Partner 
INSTITUTIONAL DEPARTMENT J-115 


Merrill Lynch, Pierce, Fenner & Beane 


Members New York Stock Exchange and all other Principal Exchanges 
70 Pine Street, New York 5, N. Y. 


O ffices in 112 Cities 
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Mutual Fund Conference 








SHORT TERM MODEST RECESSION 


But Basic Trend Warrants Optimism 


WO TOP MUTUAL FUND EXECUTIVES 
4 gae’ a leading economist each fore- 
saw the possibility of a short term 
“modest recession,” in addresses before 
the opening day’s sessions, September 
30th, of the Ninth Annual Mutual 
Funds Sales Convention sponsored by 
Investment Dealers’ Digest. While Ed- 
ward P. Rubin, president of Selected 
American Shares, used the term “re- 
cession,” Raymond Rodgers, Professor 
of Banking at New York University’s 
Graduate School of Business Adminis- 
tration, preferred “modest downward 
trend,” adding later that. although 
most of his remarks concerned the pe- 
riod immediately ahead, “you are look- 
ing at the greatest bull on the future 
of America.” Francis F. Randolph, 
president and board chairman of Tri- 
Continental Corp. and the affiliated 
Broad Street Investing Corp., National 
Investors and Whitehall Fund, while 
recognizing weaknesses in the current 
phase of the economy, stated in more 
restrained language that this was no 
time for “overoptimistic assumption of 
future developments.” 

Mr. Randolph, in the keynote address 
titled “Management’s Opportunities and 
Obligations,” noted that, with uncertain 
conditions making the task of security 
management even more difficult than 
in the past, it was the obligation of 
“portfolio managers to assume this 
greater burden of research, analysis and 
decision. . . Management should seek 
the characterization of moderation and 
conservatism.” For, up to recently, he 
reminded his audience, the level of the 
economy and share prices had risen 
for fifteen years. Today there are “many 
readjustments in many industries” and 
additional readjustment periods may 
last for some time. Mr. Randolph, in 
addition to enumerating negative fac- 
tors in the economy mentioned by the 
other speakers, added the probability of 
many labor disagreements in 1958 with 
the attendant possibility of strikes be- 
cause “production costs have been con- 
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Reported by Henry Ansbacher Long 


stantly rising” and strenuous attempts 
will be made “to keep these in control.” 


Watered Down Outlook 


Speaking on the topic of “The Se- 
curities Markets—What’s Ahead?,” Mr. 
Rubin recalled that three years previ- 
ously at the Chicago Conference he had 
examined positive and negative factors 
and correctly concluded that “this was 
not another 1929” (T.&E., Oct. 1954, 
p. 846). He now first detailed certain 
basic factors in the past 10 to 25 years 
which would differentiate it from the 
ensuing long term period. The needs of 
the eleven depression years and those 
created during the War have been 
largely filled. Secondly, there is no rea- 
son to expect the same stimulation from 
defense spending in the next twenty- 
five years. Again, we commence the fu- 
ture long term with neither the Federal 
government nor the Federal Reserve in- 
flationary in its point of view. The 
Chicago fund executive’s fourth point 
was the improbability of continued in- 
crease of private debt at the same rate 
in the next 25 years. Further, today the 
yield on stocks is no greater than that 
on bonds, and lastly, the money supply 
in relation to gross national product is 
the lowest it has been since 1929. Con- 
cluding this summary of the unfavor- 
able long term factors, Mr. Rubin ob- 
served that “thus, we have to water 


down some of our most exciting 
thoughts.” 
But the primary forces of long 


term growth are still with us, however. 
We must have a bigger economy to 
supply the needs of a continuously 
growing population and a steady im- 
provement in the American standard of 
living. In the next 25 years we will see 
more of the practical application of re- 
search laboratories. Construction of 
highways and public works will be tre- 
mendous and, since the rest of the 
world—both free and Russian — is 
growing even at a faster rate than we 
are, foreign markets should greatly in- 


crease. A real possibility also exists for 
a gradual reduction of Federal taxes. 


Despite restrictive policies today, we 
might well experience further inflation. 
Evidence exists in the steady monthly 
increase of the cost of living index, the 
high plateau on which commodity prices 
as a whole remain regardless of isolated 
instances of weakness, steady pressure 
for increased wages without correspond- 
ing improvement in efficiency and the 
possible temporary nature of the gov- 
ernment’s and Fed’s tight money policy. 
A business recession would alter this. 
“If unemployment should rise appreci- 
ably over 4% of the labor force, Chair- 
man Martin will talk differently,” Mr. 
Rubin forecast. With further inflation 
a distinct possibility in the 25 years 
ahead of us, “it is probably unreason- 
able to expect common stocks to be 
more than a perfect hedge” as_ they 
had been in the previous 25 years—but 
a hedge will be enough. 


Analyzing the short term (6 months 
to 2 years), Mr. Rubin summarized 
with the possibility of “a modest re- 
cession from current levels of business, 
earnings and dividends, but it isn’t cer- 
tain and the probability favors a high 
level economy. .... The risks are not 
violent risks—They are readjustment 
risks.” As for the stock market, he noted 
that in the last ten years “it’s been a 
bull market based largely on_ institu- 
tional buying.” Generally, investment 
grade stocks have had the greatest ad- 
vance, speculation has been at a com: 
parative minimum and for two years 
the stock market, like the economy in 
general, has been going through a “roll- 
ing adjustment.” “Historically, there is 
reason for concluding that the decline 
is over or mostly over,” Mr. Rubin 
stated and, while cautioning that there 
is no one way street in either stocks or 
bonds, he suggested to his audience 
that “the present decline in the stock 
market is an opportunity—both short 
and long term.” 
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Tight Money 


Speaking at the dinner meeting at the 
close of the Conference’s first day of 
activities, Professor Rodgers detailed 
three basic reasons for a_ possible 
“downward trend” in the months im- 
mediately ahead. First were the in- 
creasing soft spots in basic areas of the 
economy. Small family home-starts are 
down considerably. Sales of durable 
goods such as household appliances 
have suffered severe set-backs in 1957 
and automobile sales have not been up 
to expectations with dealer’s inventories 
unseasonably high. Another soft spot 
is steel production with new orders 
shrinking and backlogs decreasing since 
early June. The weakness of the stock 
market has tended to put a damper on 
the spending of many people. 


The second basic reason advanced by 
Professor Rodgers for a less sanguine 
outlook is that “there are no spectacular 
upward pressures which will cause busi- 
ness activities to reach higher levels in 
the months immediately ahead.” Be- 
cause of the present debt ceiling, de- 
fense expenditures are being cut back; 
many industries, companies and locali- 
ties will be adversely affected. Nor can 
any stimulus be expected from tax re- 
duction in the immediate future because 
of rising tension in the Middle East. 
The possibility of a decline in capital 
expenditures, or even the current level- 
ing off of such activity, is bound to 
have a bad effect on business. On the 
other hand, even though consumer ex- 
penditures have still been rising, Pro- 
fessor Rodgers observed that “they will 
not furnish any new and unusual im- 
petus. . .” 


But the primary reason the econo- 
mist expects a modest decline in busi- 
ness is the cumulative impact of tight 
money and the Federal Reserve’s per- 
sistence in its policy of credit restraint. 
Pointing out that, while in the early 
slages of this policy both banks and 
corporations were comfortably liquid, 
later on increased loans and sales of 
zovernments in the case of the banks, 
ind equipment expenditures, higher 

sts and high taxes in the instance of 
‘he corporations has caused the policy 
‘o have an increasingly restraining ef- 

ct. Professor Rodgers emphasized 
hat “ . as the Federal Reserve au- 
iorities show no indication of relaxing 
eir policies until the backbone of in. 
ation is broken, and as the policies 
we at last become fully effective, I 


nticipate a slowing in business in the 
nonths ahead.” 
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Sales — and Limitations 


Tuesday morning was devoted pri- 
marily to talks featuring various phases 
of the selling of mutual funds. Walter 
Benedick, president of Investors Plan- 
ning Corp.—New York based independ- 
ent retail distributors of mutuals — 
spoke on “Bread and Butter Selling.” 
He pointed out that while financial 
success means different things to differ- 
ent people, everyone at least agrees 
that it encompasses preparation for the 
three great contingencies of life—an 
unexpected emergency, dying too soon 
and living too long. 

At another meeting on the second 
day of the Conference, sales executives 
were brought up to date on various 
technical aspects of the business. Hugh 
W. Long, president of the company 
bearing his name, reported that the 
New Jersey variable annuity legislation 
awaited action by the legislature when 
it next convenes. The S.E.C. and the 
N.A.S.D. have appealed the recent de- 
cision of the District Court for the Dis- 
trict of Columbia holding variable an- 
nuities not subject to Commission Reg- 
ulation. Ray Moulden, secretary to the 
Investment Companies Committee of the 
N.A.S.D., discussed the impending re- 
visions of The Statement of Policy, 
which deals with supplemental litera- 
ture in the sale of mutuals. Among 
other things, periods of longer than ten 
years can be portrayed, providing they 
are in multiples of five years and in- 
clude the latest year. 

Certain other revisions (or lack of 
them) were discussed by representatives 


of the Commission at the closing ses- 
sion of the Conference the next day. 
Revisions detailed by Commissioner Or- 
rick included approval of charts show- 
ing on an annual basis re-investment 
of dividend income as well as accept- 
ance of capital gains distributions in 
additional shares and requirement that 
reference be made on the charts and 
tables to the amount of sales com- 
mission. Staff member Ray Barrett, 
queried after the Commissioner’s ad- 
dress, revealed that the effective annual 
rate of return will not be shown on 
charts ‘as the Commission originally 
proposed, but will be relegated to a 
partially revised prospectus. No allow- 
ance will be made for the tax bite in 
illustrating the results of the compound- 
ed reinvestment of dividends and capi- 
tal distributions in charts and tables, 
but a small notice now in effect will 
supposedly constitute adequate disclos- 
ure (T.&E., Dec. 1956, pp. 1143-5). The 
revised Statement will be released 
“quite soon,” according to Commis- 
sioner Orrick. 


Following Mr. Moulden’s report on 
the Statement of Policy, S. L. Sholley, 
president of Keystone Custodian Funds 
and Chairman of the N.A.I.C. Commit- 
tee on Public Information, described 
the organization of his group and the 
areas of information in which it oper- 
ates. Queried on attitudes toward part- 
time salesmen, Mr. Sholley said that he 
thought it would depend entirely on 
whether the part-timers were properly 
trained and qualified. John D. Case, 


president of First Investors Corp., rep- 
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resenting the contractual plan business, 
said some of his best men are part- 
timers and there are no objections to 
such if they are of high caliber. In fact, 
he added, it was one of the roads by 
which many of his top-notch men came 
into the business. 

Commissioner Orrick, discussing on 
the following day particular regulatory 
problems, observed that “a large num- 
ber of inexperienced persons who are 
not knowledgeable in securities has re- 
cently been attracted to mutual fund 
selling on a part-time basis. The result 
is that the Commission and the Indus- 
try are confronted with an increasingly 
difficult problem in maintaining high 
standards of selling practices.” 

At Tuesday’s panel, Fred Nauheim 
of Modern Securities Sales noted the 
development of the sales training tech- 
niques in the mutual fund field during 
the last seven years, emphasis shifting 
from an explanation of what mutual 
funds are to why they should be bought 

—the needs of the prospective investor. 
' He suggested emulation of the life in- 
surance business and learning about 
various facets of the complete financial 
picture so that the salesman will eventu- 
ally qualify as a competent estate plan- 
ner in the investment field. 
ow @2-°42°6@¢ ®©8 © 8 6&OeOe Ce Eee 8 & 08 


A mutual fund 
investing in common stocks 


- FUNDAMENTAL =: 
.. INVESTORS, INC. . 


. A balanced fund . 


. DIVERSIFIED . 
' INVESTMENT ‘ 
, FUND, INC. 


Investing in bonds 


- MANHATTAN . 
* BOND FUND, INC. ° 


A common stock fund “ 
for growth possibilities ¥ 


- DIVERSIFIED. 
- GROWTH STOCK - 
FUND, INC. 


Prospectuses available from 


. HUGHW.LONGanpCOMPANY . 
° Incorporated . 


Elizabeth 3 New Jersey 
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Estate Planning 


Wellington Fund indicated in a spe- 
cial Convention program on _ estate 
planning the same afternoon that it 
appreciates the developing trend toward 
professional technique. Lewis G. Kearns, 
manager of Wellington’s Estate Plan- 
ning and_ Institutional Department, 
titled his talk “Estate Planning—A Pro- 
fessional Approach to Volume Selling.” 
He noted, as did Mr. Nauheim, that 
many insurance companies train sales- 
men to use estate planning as an aid in 
the sale of life policies and that trust 
companies and lawyers also have rea- 
sons for using these techniques. Since 
recent government studies of taxable 
estates indicate that over 70% consisted 
of securities, it is evident that “the in- 
vestment man appears to have the big- 
gest stake in the great problem of 
conserving assets. . . . Estate planning 
should belong to the investment man” 
just as it has belonged to the banks 
and insurance companies. But in em- 
ploying such planning, whether he be 
investment or insurance salesman, his 
product should be sold only, of course, 
with all the prospect’s problems and ob- 
jectives in mind. 

Mr. Kearns touched briefly on cer- 
tain advantages of a living trust, partic- 
ularly as an alternative to joint tenancy. 
He then highlighted two specific sales 
situations—retirement income planning 
and Clifford type trusts, comparing ad- 
vantages of the mutual fund over an- 
nuities for planning retirement. In the 
case of short term trusts, Mr. Kearns 
said that while banks accept them, many 
are too small and too limited in dura- 
tion to be profitable. At the same time, 
it is doubtful if the bank can employ 
its common trust fund for such a trust 
because on its termination the common 
trust participation is liquidated and may 
be subject to capital gains taxation. 
More income can be paid to the short 





term beneficiary using a mutual by 
defining “income” under the trust 
agreement as including both investment 
income and realized profits. 

The subject of Estate Planning was 
carried on at Wednesday’s opening ses- 
sion by William J. Casey of the Insti- 
tute for Business Planning. He em- 
phasized that, in planning for retire- 
ment income, projections should be 
based on both inflation and improved 
living standards. Suggesting a prudent 
allowance of two per cent per year for 
each of these two factors, he calculated 
that if retirement was planned in ten 
years, each $1,000 of annual retirement 
income would have to be adjusted to 
$1,486; the twenty year retirement sum 
should be $2,223 and the thirty-five year 
amount, $4,000. 

Mr. Casey stated that the mutual fund 
salesman should represent a major in- 
strument in the estate planning setup. 
He noted that the life underwriter dur- 
ing the past thirty years had obtained 
a high degree of skill in planning es- 
tates, and had gained much public con- 
fidence thereby. The mutual fund sales- 
man can do the same thing. The first 
step he takes is to serve as the catalyst 
—the prodder; he must ask the probing 
questions to fill out steps toward the 
full objective, for the client can seldom 
formulate his own integrated objectives. 
(Mr. Kearns had stressed this also). 
But the problem must be approached 
objectively, Mr. Casey cautioned; “... 
the mutual industry can do a better 
job for its public and for itself by 
recognizing the role which life insur- 
ance has to play in creating the capital 
required of the average American 
family today.” He emphasized that fund 
men must learn to consult with other 
professional advisers, as to which one 
Conference participant complained later 
during the question period that when- 


(Continued on page 1023) 
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HENRY ANSBACHER LONG INDEX of MUTUAL FUNDS 





Indices are based on fund operation during the period covered and are 
not a representation of future results. They should be considered in the 
light of the individual companies’ investment policies and objectives 
and the characteristics and qualities of the investments of these companies. 





No responsibility is assumed in so far as compliance with the Statement 
of Policy is concerned for the employment in whole or in part of the 
index by issuers, underwriters or dealers. Principal indices for Septem- 
ber 28, 1956 appear in the October 1956 issue and current income re- 
turns based on September 30, 1957 offering prices are available on 
request. These will soon be added to a revised short form index. 




































































































































































Reference should be made to the introduc- i ot ” 16* L es 12 a 19 20 
tory article in July 1949 issue, outlining pur- 12/30/39 to a mo. Viv. ‘7e : 5-Yr. Av, 
poses. of publication and considerations .—oe 9/30/57 ae ae Son does | Seteae 
selecting stock and cost-of-living averages, ee . . 
periods and in interpretation of data. Principal me —,, Principal a Ba “— A Income % 
BALANCED FUNDS 
American Business Shares a 65.9 177.1 165.7 3.75 2.25 100.8 3.50 
Axe-Houghton Fund “A” _ 71.4 275.8 250.4 2.82 6.75 165.3 2.73 
Axe-Houghton Fund “B” — 83.1 316.4 $285.5 3.25 3.02 4200.6 3.29 
Boston Fund 103.1 60.2 250.1 230.3 2.80 4.63 175.5 2.97 
Commonwealth Investment 106.3 73.5 306.9 4274.8 3.37 3.17 4216.3 3.38 
Eaton & Howard Balanced 114.5 73.6 274.7 4248.9 2.92 1.81 +213.0 3.15 
Fully Administered Fund (Group Securities) — me 69.4 192.0 175.1 4.36 4.78 122.4 3.48 
General Investors Trust 110.0 65.2 189.7 4172.7 3.98 6.73 4122.2 3.74 
Investors Mutual — 73.5 217.2 4196.3 3.69 0.78 7158.3 3.70 @ 
Johnston Mutual Fund — — 280.7 +253.1 3.10 2.38 7218.6 3.33 e@ 
Nation-Wide Securities** 102.6 59.6 185.7 7169.2 3.68 3.63 7124.4 3.69 
ee Gee 117.4 61.4 205.5 191.0 3.66 1.07 136.9 3.73 
George Putnam Fund — 69.2 2194 199.1 3.20 3.72 154.7 3.23 
Scudder Stevens & Clark 97.4 80.9 216.5 194.1 2.97 4.42 152.1 3.13 
Wellington Fund 105.2 75.0 230.3 +210.5 3.19 3.19 $155.9 3.26 
Whitehall Fund — — 278.3 4256.5 3.64 5.38 +200.1 3.59 e@ 
Wisconsin Fund, Inc.*** (c) — 65.1 314.2 287.4 3.59 4.67 184.9 3.29 
AVERAGE: BALANCED FUNDS __-_>_-__ 107.1 70.1 238.5 217.1 3.40 3.61 157.0 3.37 
STOCK FUNDS 
Affiliated Fund*** a 50.2 256.0 4244.3 3.65 4.12 7144.1 3.80 
Broad Street Investing Corp. 109.9 60.1 330.6 299.2 3.70 4.40 232.2 3.99 
Bullock Fund 109.8 61.0 331.0 297.5 3.01 4.30 229.5 3.35 
Delaware Fund — 76.1 224.3 209.1 3.21 5.24 108.7 3.37 
Diversified Investment Fund, Inc.*** (c) — — 226.8 199.4 4.14 4.14 160.6 4.33 e 
Dividend Shares 109.0 62.1 264.9 242.1 3.24 3.41 188.2 3.39 
i: ull _— a 332.2 295.9 1.63 4.49 + 237.5 2.38 © 
Eaton & Howard Stock _ 107.1 62.7 402.9 ¥357.5 2.49 1.58 +299.7 2.80 
Fidelity Fund — — 381.1 4334.1 3.50 3.76 +274.0 3.83 e 
Fundamental Investors 105.2 64.8 437.0 +382.7 2.96 3.49 +308.9 3.47 
Incorporated Investors 103.6 63.9 439.0 363.9 2.61 4.42 274.7 3.00 
Institutional Foundation Fund (c) _...___ ae onsen 256.3 229.4 4.05 3.74 160.6 3.73 e@ 
Investment Co. of America — 69.0 331.3 ¥303.2 2.56 7.39 7195.4 2.89 
Knickerbocker Fund (c) - Greene ee we = 59.8 146.3 137.0 3.84 3.46 76.3 3.11 
Loomis-Sayles Mutual Fund (e) ee 72.4 74.2 246.5 236.6 3.01 6.17 146.7 2.89 
Massachusetts Investors Trust 110.7 50.7 356.8 +308.4 3.33 1.14 7279.9 3.76 
Mass. Investors Growth Stk. Fund —-___ 114.2 57.4 400.8 350.7 1.82 4.33 273.7 2.22 
Mutual Investment Fund (c) 129.7 56.1 220.4 200.3 2.94 3.73 149.6 2.74 
National Investors — 60.7 446.3 7391.3 2.39 5.05 +289.9 2.69 
National Securities — Income*** (c) ____ — 66.0 147.7 128.6 5.06 4.11 98.5 5.07 e 
Selected American Shares 123.8 60.9 274.7 +245.8 3.21 9.63 +161.0 3.47 
Sovereign Investors — 62.5 211.3 4182.2 4.08 1.48 4148.7 4.19 
State Street Investment Corp. 92.8 60.7 324.0 $291.3 2.67 9.09 7167.5 2.68 
Wall Street Investing Corp. (a) — — 363.5 7322.5 3.12 1.30 7297.2 3.34 e 
AVERAGE: STOCK FUNDS 107.4 62.5 315.3 284.8 3.02 4.36 208.7 3.20 
500 STOCK INDEX (Standard & Poor’s)n 107.5 59.8 398.2 339.6 — — — — 
CONSUMER PRICE INDEX (B.L.S.)n _. — 99.7 203.0 — os — — — 














Base index number of 100 is the offering price on Dec. 30, 1939. 


COL. 6, 7, and 16 arrived at as follows: To the bid prices at the respective 
jates indicated are added all capital distributions to such date and the re- 
sultant sum is divided by the 1939 base offering price. 


COL, 19 represents the current month-end bid (col. 16 less all capital distri- 
butions) divided by the 1939 base offering price. 


VCOME PERCENTAGE includes only those dividends paid by the com- 
panies out of income earned from dividends and interest on their portfolio 
securities (excluding all capital distributions). 


COL. 17 represents figure obtained by dividing such dividends accruing over 
the annual period ending with the stated date by the — of the twelve 
month-end offering prices ending on the corresponding date 


CAPITAL GAIN DISTRIBUTION column (18) represents percentage of 
distribution, if any, from capital gains or any other source, for the current 
annual period. 

COMPANIES ORGANIZED AFTER 1939 are given an initial index number 


on the date they commence business equal to the average of all those stock 
or balanced funds in existence at the time. 





—new revised series adjusted to 1939 base. 
(c)—regrouping awaits new detailed classifications. 
a)—Does not reflect new acquisition cost. 


revised index. 
+Ex-dividend current m 


@Principal index begins =. 1939 base date. 


OcroBeR 1957 


t—Adjustment for capital gains tax will be made in 


**Became Balanced Fund in 1945. 
***Not included in balanced or stock average. 
****Name changed from Nesbett Fund. 
Dreyfus now in stock grouping; New England in 
balanced. 


COPYRIGHT 1957 BY HENRY ANSBACHER LONG. 
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“BANKER’’ 
-.» ,AT WORK 


He’s drawing on a natural gas account 
to keep millions warm this winter. 


In summer, billions of cubic feet of 
natural gas are pumped from the Southwest— 
for deposit underground near northern markets 


in old gas-producing formations. 


In winter, these underground bank accounts are 
drawn upon to meet peak heating needs of 
hundreds of thousands of Columbia Gas 


System customers. 





Columbia operates forty-five of these underground 


storage reservoirs. More are planned for the 



















future. Its gas bank account has increased 
eight-fold in the past decade. Year after year it 
grows ...as it must... to meet the ever-rising 
demands of homes and industry in the 1,400 
cities, towns, and villages served by the System 
in Ohio, Pennsylvania, West Virginia, Kentucky, 
Virginia, Maryland, and southern New York... 


the Heartland of American commerce and industry. 


Without underground storage . . . complicated 
and costly as it is. . . five more major pipelines 
from the Southwest would be required to 
supply the Heartland’s needs. 


‘OLUMBIA GAS SYSTEM SERVICE CORPORATION 
120 East 4ist Street, New York 17, N.Y. 
CHARLESTON GROUP: United Fuel Gas Company, Amere Gas Utilities Company, Atlantic Seaboard Corporation, Central Kentucky Natural Gas Company 


Virginia Gas Distribution Corporation, Kentucky Gas Transmission Corporation..COLUMBUS GROUP: The Ohio Fuel Gas Company 
PITTSBURGH GROUP: The Manufacturers Lightand Heat Company, Columbia Gasof New York, Inc., Cumberland and Allegheny Gas Company, Home Gas Compan; 
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Less optimistic forecasts of future earn- 
ings and sales growth or announcements of 
reduced expenditures on capital account 
marked disclosures of management spokes- 
men during September. Three major air 
frame builders and a leading maker of air- 
craft engines estimated higher earnings in 
the current year but looked for declines 
or no substantial upturn in net in the fore- 
seeable future. The two largest integrated 
paper and wood products companies indi- 
cated substantial reductions in outlays for 
new facilities and suggested that a large 
part of these reduced expenditures are ear- 
marked for completion of projects already 
in process. 

As business uncertainties extend into 
more areas, managerial reports for interim 
periods will become less detailed and fore- 
casts less specific. Investment advisers will 
be required more-and-more to evaluate in- 
dividual situations on an “ex post facto” 
basis with diminishing aid from manage- 
ment. 

\ most rapid extension of professional in- 
vestment management has taken place dur- 
ing the past fifteen years of almost uninter- 
rupted business expansion and individual 
company growth when most intelligence 
from company sources was clearly in the 
category of “good news.” Not only are in- 
vestment judgments and choices becoming 
more difficult but former sources of com- 
pany information will tend to become less 
cooperative in providing specific data. 

Any negative appraisal of a company by 
an employee can be labeled disloyalty; 
when made by an outsider it is regarded as 
a slur even when amply supported by facts. 





BLACK AND DECKER MANUFAC. 
TURING CO. 

by Ropert D. BLack, president and 
chairman 


“Every time the cost of labor is in- 
creased, the base of the portable elec- 
tric tool market is broadened” was the 
summarization of the growth potential 
by this manufacturer of about 25% of 
ine nation’s do-it-yourself labor saving 
tools. Stability of sales and earnings is 
contributed by lack of dependence on 

'y single industry or primary manu- 
-acturing. Maintenance uses represent 

broad market as do all forms of con- 
‘truction. 

In the past ten years sales have in- 
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MANAGEMENT SPEAKS... 


Abstracts and quotations from recent talks by the top 
management of companies whose securities are of interest 
for trust fund and other institutional investors. 


O. ROGERS FLYNN, Jr. 


Contributing Editor 


creased 162% compared with an in- 
crease in domestic sales for the industry 
of 112%. B & D’s market share has in- 
creased in spite of several new well- 
financed companies in the field. 

Fiscal 1957 ending Sept. 30 will show 
sales of $52 million and net of $5.20 
a share; comparable figures for 1956 
are 4% less sales and earnings of $4.88. 
Company has an expanding capitaliza- 
tion from periodic cash dividends: 3% 
each year from 1952 to 1954 and 5% 
annually in °55, °56, and °57. Current 
cash payment is $1.40 annually. 

For 1958 sales are budgeted 9% over 
this year with funds from operations 
of $6.5 million. Disbursements from 
this source have been estimated at $3.5 
million, including capital expenditures 
of $1.5 million. The balance of $3 mil- 
lion will be added to working capital. 
New York Society, Sept. 30. 


CROWN ZELLERBACH CORP. 
By A. B. Layton, president 


Respectable profits are likely over 
the next few years but there is little 
prospect of spectacular annual gains in 
net. The near term will favor the effi- 
cient operator in the paper industry. 

$50-$55 million will be spent in 1957 
to complete projects started last year; 
this compares with $70 million in 1956. 
Capital account appropriations will be 
even smaller in 1958. 

Earnings for 1957 will be down about 
20% from last year to about $2.80 a 
share. This compares with $3.53 a share 
for 1956. 

New York Society, Sept. 19. 


GEORGIA-PACIFIC CORP. 


By O. R. CHEATHAM, chairman and 
president 


Plywood sales are not completely de- 
pendent on home building. A large quan- 
tity of plywood is required in highway 
construction for concrete forms and 
highway signs. 

Outlook for 1958 is favorable with 
a new $20 million kraft mill in Toledo 
starting production shortly and using 


waste from the company’s near-by ply- 
wood mills. Volume from this new plant 
should be $15 million annually, with 
substantial profit. 

Sales for 1957 are expected to reach 
$150 million vs. $121 million in 1956. 
Earnings for the first six months were 
$4.3 million compared with $3.6 mil- 
lion a year ago. For the second half of 
1957 it was stated that “earnings will 
finish strong.” 7 
New York Society, Sept. 17. 


INTERNATIONAL PAPER CO. 
By Wituiam A. Hanway, secretary 


Premiums on Canadian exchange to 
meet payrolls and other Canadian oper- 
ating expenses have reduced pre-tax 
earnings about $7.5 million an annual 
basis and affected U. S. sales of 
Canadian produced newsprint. 

Long-Bell Division has met slacken- 
ing demand for building lumber but 
forecasts an upswing in the building 
cycle to new highs in the 1960's. Inter- 
national may be expected to follow 
Weyerhauser’s price increase of $5 a 
ton for bleached pulp. 

The banner results of 1955 are not 
expected to be repeated for some time. 
Earnings of second half 1957 are ex- 
pected to equal $3.19 reported for last 
half of 1956. Demand for paper re- 
mains fairly firm with stable prices for 
primary grades. 

No major expansion has been planned 
for 1958 and capital expenditures for 
1957 are expected to reach $80 million 
vs. $101 million in 1956. 

New York Society, Sept. 16. 


THE MARTIN COMPANY 
By Georce M. BunkKER, president 


1957 earnings should be equivalent to 
1956 with the second half better than 
the $1.51 reported for the 1956 period. 
No substantial change in earnings is 
likely in the next year or two. 

Cost-plus-fixed-fee business represents 
about 87% of Martin’s backlog with 
normal net return of about 2% of gross. 
Some future increase in the proportion 
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of higher profit margin business is ex- 
pected. Basic scientific research is main- 
taining the company’s position in the 
latest types of defense products, includ- 
ing the development of a missile to de- 
fend against missiles. 

The full effect of a changeover from 
fixed fee business is expected in 1960 
with progressive earnings improvement 
as fixed price business is acquired. Fu- 
ture capital needs should be met with- 
out additional equity financing. 

No prediction was available as to 
completion date for the Vanguard earth 
satellite in process of construction. 

a Martin plant. 
New York Society, Sept. 5. 


MOUNTAIN FUEL SUPPLY CO. 
By W. T. NicHTINGALE, president 


In each of the past ten years this 
regional oil and gas utility company has 
reported an increase in total revenues 
and net income. Plant investment has in- 
creased from $39.6 million to $93.4 
million with a further rise to $105 mil- 
lion scheduled for 1957. 

Current dividend of $1.20 a share is 
double that of 1950, with an annual in- 
crease of 10 cents each year through 
1956. There was no increase in 1957 
because of cash needs by the expansion 
program. 

About $15 million of new financing 
is scheduled for 1958, $3 million for 
construction and $12 million to refund 
bank loans. 1957 per share results 
should be $1.74 compared with $1.66 in 
1956. 

New York Society, Sept. 11. 


NORTH AMERICAN AVIATION, INC. 
By J. H. KinpDELBerGER, chairman 


Indicated 1957 billings of $1.2 billion 
and net of $34 million will be the com- 
pany’s “biggest year.” For 9 months 
earnings were $26.6 million on sales 
of $937 million. Per share indicated 
earnings for fiscal 1957 should reach 
$4.02 against $3.59 for 1956. 


Based on present orders and schedules, 
billings for 1958 will drop to about $700 
million. The present backlog of $650 
million thus represents a large part of 
anticipated sales unless there is an in- 
crease in governmental allocation of 
funds. 

With a 30°% decline of total employ- 
ment in the past six months from ter- 
mination of the Navaho missile program 
and the cut-back or postponement of 
several airplane schedules, North Amer- 
ican has been hardest hit among the 
major air frame builders. 

Renegotiation has resulted in a find- 
ing for refund of $1.3 million for 1953. 
If sustained on appeal, the subsequent 
years may be renegotiated. 

Margins for the aircraft industry will 
continue to decline with a larger pro- 
portion of contracts on a development 
basis with fixed fees rather than fixed 
product prices. Several revolutionary 
projects in prospect, if they reach the 
program stage, may offset the unfavor- 
able aspects of this situation. 

San Francisco Society, Sept. 19. 


REVLON, INC. 
By CuHartes Revson, president 


Specifications for adding new products 
require a minimum annual sales poten- 
tial of $3 million and an indicated after- 
tax profit of 9%-10% of sales. Revlon 
has made no acquisitions of going com- 
panies and would demand the same 
profit performance from any acquired. 

In prospect are several items for men 
including a hair dressing to be named 
“Top Brass.” The company’s entry in 
the proprietary drug field is expected 
to bring large returns. Recent purchase 
of 150,000 shares of Schering common 
was “for investment.” 

Annual expenditures are $1.5 million 
for research and $17 million for adver- 
tising in 1957. Product sales for the 
year are expected to top $90 million, 
with sales of $47 million already re- 
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ported for the first half. Sales for the 
first six months of 1956 were $49.8 
million. 

Per share earnings were $1.69 ys, 
$1.45 for the first six months of 1957 
and 1956. For the full year earnings are 
expected to reach $3.35-$3.50 vs. $3.14 
in 1956. 

Revlon has the largest business in 
nail polish, lipstick, hair spray, and 
medium priced face creams. Perfume 
volume reaches $4-$5 million annually, 

Officers own 1,475,000 shares of the 
2,670,000 outstanding shares. 

Boston Investment Club, Sept. 20. 


UNITED AIRCRAFT CORP. 
By H. MAnsFIELD Horner, chairman 


Profit margins may be impaired over 
the next few years if inflation brings 
higher costs. Company has booked com. 
mercial business for future delivery to 
airlines at fixed prices without escalator 
clauses in order to facilitate the financ- 
ing of these purchases by the airlines, 
Commercial sales for the first six months 
reached $93 million compared with $125 
million for all of 1956. Military business 
is speculative because of changes in pro- 
curement policies and cut-backs. En- 
gineering costs are expected to remain 
high on military aircraft so that no im- 
provement in profit margins from lower 
costs is likely. 

United is not in the missile business 
except for experimental work on air 
breathing propulsion as a substitute for 
rocket power. Military expenditures for 
helicopters have been curtailed with 
the current pinch on appropriations but 
long term prospects for this auxiliary 
type of air transportation may be ex- 
pected to better. 

Capital expenditure for 1957 and 1958 
will aggregate $100 million with only 
$17 million committed in the first six 
months. An additional capital expendi- 
ture total of $100 million is in prospect 
for 1958-1962 with no definite ap- 
propriations yet made. Outlays in 1956- 
57 are primarily for structure and spe- 
cial equipment including the new Florida 
facilities. 

Dividend increases while not pre- 
cluded by the heavy capital expenditure 
program will have to be considered in 
the light of cash needs. Financing of 
capital additions will come from retained 
earnings and bank credits. No additional 
securities are to be issued. 

Net earnings for first half 1957 
reached $25.7 million compared with 
$20.6 million for the like period of 
1956. Operations in 1956 developed 
earnings of $37 million. 

New York Society, Sept. 10. 
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“Nylons for the Cassidys 
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* Nylon tires, that 1s — made by Goodyear 


Profit-minded truck owners, like Cassidy, have 
found that truck tires built with Goodyear’s famous 
3-T Nylon Cord provide outstanding dependability 
and safety. These triple-tough tires result from the 
exclusive Goodyear process that combines Tension, 
Temperature and Time to “set” nylon cord at its 
maximum strength and resiliency. 


From experience, Cassidy knows how much de- 
pendable tires add to safety on the highways. That’s 
why the Cassidy family car is also equipped with the 
newest Goodyear 3-T nylons. These are the Captive- 
Air Safety tires, designed to set a new standard in 
motoring safety for passenger cars. An advanced 
concept of tire construction—a tire with a built-in 
spare—makes it possible to drive 100 miles or more 
following a blowout or puncture, without stopping 
to make a tire change in dangerous traffic. 


CTOBER 1957 


Two important reasons why “more people ride on 
Goodyear tires than on any other kind”! 


In addition to 2,000 types and sizes of tires. other 
Goodyear products include industrial rubber goods 
... aviation and aircraft products . . . foam products 
... films and flooring . . . chemicals . 
ucts . . . metal products .. . 
markets all over the world. 


. . Shoe prod- 
and many more, for 


TODAY... AND TOMORROW 


GOODFYEAR 


THE GREATEST NAME IN RUBBER 
Captive-Air—T.M. The Goodyear Tire & Rubber Company, Akron, Ohio 
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The Self-conscious Atom 


ELDOM IN HISTORY HAVE BENCH- 

marks of progress been as con- 
sciously marked and preserved for pos- 
terity as in the field of atomic energy. 
Two recent events reflect this awareness 
of the significance of the steps which 
ace leading—as inevitably as perhaps 
inefficiently — toward integration of 
atomic energy as a new field of scientific 
knowledge into the welter of life. 


Two of the nation’s leading scientists 
present at the birth of controlled nu- 
clear fission on December 2, 1942, com- 
mented for TV and newsreel cameras 
on the start of dismantling of the birth- 
place. A heavy—in more ways than one 
—magazine celebrated its tenth anni- 
versary of technical and general report- 
ing of the progress toward economic ex- 
ploitation of the knowledge born under 
the unused football grandstands of Stagg 
Field in Chicago. 

The University of Chicago gave sup- 
port and shelter to the wartime work 
of testing the process of nuclear fission 
as a means of manufacturing plutonium 
needed for a bomb of unprecedented ex- 
plosive power. The experiment was con- 
ducted on a squash racquets court under 
the stadium. In the wave of the im- 
mediate postwar marvelling at the 
atomic bomb, few people paid much at- 
tention to the remark by Lieut. Gen. L. 
R. Groves, chief of the bomb project, 
that the December 2nd experiment at 
Chicago’s Stagg Field was the wartime 
achievement of outstanding scientific 
significance. 

But the University needs the land 
which the stadium occupies and the 
annoyance of radioactive contamination 
led to the decision to dismantle the his- 
toric west stands of Stagg Field. A 
plaque commemorating the atomic event 
had to be removed, but only after cere- 
monies with two of the scientists in- 
volved. Dr. Norman Hilberry, now di- 
rector of the Argonne National Labora- 
tory, and Dr. Leo Szilard of the Uni- 
versity of Chicago faculty. 
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NUCLEAR ENERGY REPORT 


Developments of Investment and Commercial Interest 


TTEN-YEAR REVIEW OF PROGRESS 


EDWARD R. TRAPNELL 


Director, Nuclear Energy Division, Bozell & Jacobs. 


Among the people outside the atomic 
bomb project who appreciated General 
Groves’ remark were the heads of Mc- 
Graw-Hill Publishing Co., who decided 
the new field was going to need a special 
magazine. They started it in 1947, 


Nucleonics—a Magazine and an 
Industry 


The term, “nucleonics,” was proposed 
by a scientific panel during the war as 
descriptive of the whole field of what 
we now loosely and inaccurately call 
atomic energy. Probably the reason why 
the term didn’t gain currency was that 
the report in which it was proposed was 
secret. McGraw-Hill, however, decided it 
was a good name for a companion maga- 
zine to its well established “Electronics.” 
Last month, “‘Nucleonics” celebrated its 
tenth anniversary with a 220-page issue 
which surveyed both the field and the 


ten years. 


In a dedicatory message leading the 
series of special articles of the anniver- 
sary issue, Chairman Lewis L. Strauss 
of the Atomic Energy Commission notes 
AEC’s own tenth birthday and observes: 


“The next decade should witness 
enormous expansion, both horizontally 
in the further growth of economic appli- 
cations and even more desirably in the 
continued discovery of fundamental 





Birthplace of the Atom being razed. Uni- 

versity of Chicago’s Stagg Field saw first 

controlled reaction December 2, 1942 under 

the late Enrico Fermi. His associates, Drs. 

Hilberry and Szilard, here broadcast story 

of the epochal event before start of demoli- 
tion on August 15. 


natural laws. It is a safe prediction that 
many discoveries will be made and some 
of them will be great ones. 

“‘Nucleonics’ is in a wonderful field. 
The developments are continuous and 
to an extent that never existed before 
the lid came off, as far as secrecy is con- 
cerned, save in the military field and 
the functions and devices which border 
or parallel it. The challenge ought to 
keep the people in this business young.” 

The articles which follow Mr. Strauss’ 
dedication review the ten years of 
progress as reflected in the magazine, 
written by Jerome D. Luntz, editor; 
cover the political history of the atom, 
by Corbin Allardice of the World Bank 
with this writer as co-author; and take 
a look into the future through the eyes 
of four Nobel Laureates, Sir John 
Cockroft of England, Otto Hahn of 
Germany, Niels Bohr of Denmark, and 
Glenn T. Seaborg of California. 


Power Reactors—an Authoritative 
Review 


Probably most useful to investors is 
the series of five articles on Power Re- 
actors. A trio of AEC officials, W. Ken- 
neth Davis, Director of Reactor Develop- 
ment, Louis H. Roddis, his deputy, and 
Clark Goodman, his technical assistant, 
present “The Government View” in a 
manner which puts the AEC power re- 
actor program in perspective. 

Chauncey Starr, vice president of 
North American Aviation and _ general 
manager of its Atomic International Di- 
vision, writes on ““Economic Trends” in 
power reactors and confirms the view 
that Europe will build more central sta- 
tion nuclear power plants in the next 
decade than will the United States, the 
reason being the higher cost of conver- 
tional fuels in Europe. Mr. Starr says 
the nuclear propulsion power plant for 
maritime application may become eco- 
nomic within the next decade, that more 
experimental land plants, large and 
small, will have to be built, and ‘hat 
“fundamental work on reactor mater als, 
fuel elements, and coolants ought tc be 
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intensified to make significant improve- 
ment in the working plants.” 

Walter H. Zinn, former director of 
Argonne National Laboratory and now 
president of General Nuclear Engineer- 
ing Corp., writes on “Technical Prob- 
lems” and identifies ten areas for special 
study and work. He says (1) that more 
experience is needed in nuclear power 
plant operation; (2) that firm long-term 
plutonium pricing policies are neces- 
sary: (3) that future reactors should be 
operated at higher temperatures to be 
economic; (4) that natural uranium 
promises lower fuel costs than other 
forms; (5) that more experience is 
needed to evaluate very high specific 
power effects; (6) that a large scale 
homogenous (fluidized fuel) reactor 
must be built; (7) that development 
work on chemical processing of spent 
fuel must be intensified; (8) that oxide 
fuel elements will come into greater 
use: (9) that the role of heavy water in 
power reactors has yet to be demon- 
strated, and (10) that practical schemes 
for the recycling of plutonium fuel ele- 
ments will have to be found. 


Utility Outlook 


Philip Sporn, president of American 
Gas and Electric Co., gives the “Utility 
View” in the “Nucleonics” power re- 
actor series. Mr. Sporn is a director of 
the Nuclear Power Group, Inc., which 
is associated with Commonwealth Edi- 
son of Chicago in the 180,000-kw. nu- 
clear power station being built at Dres- 
den, Ill. His companies have their own 
nuclear study project, in addition. He 
says operating costs of nuclear plants 
will be higher than those of conventional 
plants for a long time to come. He also 
urges solving developmental problems on 
the smallest meaningful size plants in- 
stead of going to large ones, and points 
out that expenditures will be required 
of a magnitude that industry cannot 
manage by conventional means. 


Equipment Market 


\lfred Iddles, former president of 
Babcock & Wilcox Co. and president of 
he Atomic Industrial Forum, predicts 
in the power reactor series for “Nu- 
cleonies” that the next decade will be 
one of “steady, solid and substantial 
growth for nuclear power equipment 
manufacturers.” He sees a greet expan- 
‘on of the electric power generating in- 
dustry during the next ten years, with 
the impact of demands for advanced 
types of nuclear power reactors being 
by the equipment manufacturers in 
later years and into the ’seventies. 
Mr. Iddles cites three factors “acting 


Ph  hetey 
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as a brake upon the rapid growth of 
this market — the time required to train 
the necessary personnel, the time needed 
to construct the first prototype, and the 
projected costs of these first plants.” 


Instruments, Propulsion, Fusion 


Other special articles deal with nu- 
clear physics and chemistry, reactor 
physics, reactor safety, radioisotopes, 
fuels, processing, nuclear instrumenta- 
tion, ship propulsion and _ controlled 
fusion reactions. 

Denis Taylor, director of Plessey Nu- 
cleonics, Ltd., England, reports that the 
nuclear instrumentation industry stands 


firmly on its own feet in both the United 
States and England, pointing out that 
“Whereas a few years ago the nuclear 
instruments being marketed were all, or 
almost all, based on designs originating 
in the national laboratories, the situa- 
tion now is that a high proportion of 
the instruments on the market have re- 
sulted directly from private enterprise.” 

Richard P. Godwin of the Maritime 
Reactors Branch of AEC says that be- 
tween 1960 and 1965 from five to ten 
experimental or “first generation” nu- 
clear powered merchant vessels will be 
built or started, and that by the end of 
ien years nuclear propulsion “can im- 
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prove the earning capacity of a number 
of ship types, including tankers, bulk 
carriers, and possibly liners.” 

Godwin says the ship best suited to 
nuclear power is “one that operates on 
long trade routes, capable of quick turn- 
around, carrying dense cargo and oper- 
ating at high speed.” 

Amasa S. Bishop, former chief of the 
Controlled Thermonuclear Branch of 
AEC, writes that the technical feasibility 
of controlling the thermonuclear, or 
fusion (H-bomb), reaction will be 
demonstrated by 1967. 

Bishop says “the problems involved 
are of both enormous difficulty and un- 
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precedented nature. The potentialities 
associated with eventual success in this 
field are of transcending importance.” 


Forum Sees Problems 


More current surveyors of the atomic 
scene are somewhat less enthusiastic 
than the ten-year surveyors in “Nu- 
cleonics.” The annual report of the 
Atomic Industrial Forum, grown in less 
than four years to some 1674 individual 
and 518 organizational members in 26 
countries, says that amid evidence of 
important progress, the atomic industry 
recognizes severe problems. The report 
continues: 

“The prospect of a major world mar- 
ket has appeared at a fortuitious time to 
mitigate what appeared to be a develop- 
ing era of disillusionment with the atom, 
at least within the United States atomic 
industry. The hard lessons of experience 
have begun to make clear that nuclear 
power development is a difficult and cost- 
ly enterprise—more difficult and more 
costly than at first generally presumed. 
There is still great confidence within the 


industry that economic problems in the 


United States will be solved by advanc- 
ing technology. But the reappraisal now 
in progress has already showed that a 
truly profitable atomic enterprise in the 
U. S. is farther in the future and will re- 
quire more effort to achieve than had 
been first estimated.” 

The Forum report warns, however, 
that the early development of a foreign 
market can come about only through 
combined efforts of government and in- 
dustry in the U. S. as well as in the 
market countries, particularly with re- 
spect to such problems as third party 
liability, licensing, patents, financing, 


‘ and health and safety standards. 


Hardboiled Reappraisal 


The type of reappraisal mentioned in 
the Forum report was reflected in an 
abrupt change of estimated costs for a 





small boiling water type reactor sched. 
uled to be built for an Elk River, Minn., 
rural electric cooperative by American 
Machine & Foundry Co. The night be. 
fore the proposal was to be submiiied 
by AEC to the Congressional Joint Com. 
mittee—with a request to the Commitiee 
to waive the statutory 45-day waiting 
period before committing funds—A MF 
notified the Commission of an increase 
in estimated cost ceiling from $8,930,- 


000 to $11,750,000. 


AMF was pledged to contribute $1.- 
000,000 for research and development 
on the proposed thorium oxide-fueled 
system, but Morehead Patterson, AMF 
Chairman, said threatened 
ceeded this amount substantially. In a 
letter to Rep. Chet Holifield, Chairman 
of the Congressional Subcommittee con- 
cerned with the contract, Mr. Patterson 
said he could not “in conscience and re- 
sponsibility” ignore the cumulative cost 
data on other reactors, all of which cost 
more than estimated. 


losses ex- 


“We determined that the policy ob- 
jectives of the national atomic energy 
program as defined in the Atomic 
Energy Act of 1954 and as expressed by 
the Commission for the establishment of 
an atomic power industry on a sound 
economic basis, could best be served by 
a forthright acknowledgment of the eco- 
nomic facts which confront us and a 
determined effort to conduct all develop- 
mental operations on the most realistic 
cost basis possible,” wrote Mr. Patter- 
son. 


He said his “reappraisal” was from 
the perspective “that it simply does not 
make sense” for the government or the 
contractor to do such jobs on any basis 
but one which would “preserve and 
strengthen the capabilities” of the con- 
tractor, and that it didn’t make sense to 
him, nor was it in keeping with the 
spirit of losses. At September’s end, AEC 
had not decided what it would do. 
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WITH BETTER CROPS COMES A BETTER LIFE 


Vast undeveloped agricultural resources of Latin America can provide the food 
demanded by the world’s swiftly increasing population. Science meets the 


challenge with modern experimental stations dedicated to crop research and 
development. 


Today’s agricultural scientists working with United Fruit Company and 
subsidiaries, put the emphasis on improving indigenous crops, obtaining higher 
vield from rice, sugar, corn, bananas . . . on restoring nutrients to the soil and 
cuarding against wind and water erosion or loss of soil moisture, by plowing 
under new cover crops like sorghum or beans. 

By men of the Americas working together, thé agriculture of Latin America 
> progressing rapidly . . . filling the needs of the people, increasing local govern- 
ment revenues, earning dollars for manufactures in world markets. It is a vital 


vart of the Living Circle of trade and communication that unites the freedom. 
ving Americas. 


United Fruit Company 
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THIS LIVING CIRCLE 
STRENGTHENS THE AMERICAS 


United Fruit Company has been serving 
the Americas usefully for 57 years—re- 
claiming wasteland, stamping out dis- 
ease, developing human skills, helping 
by research, new techniques and trans- 
portation, to increase the production 
and sale of bananas, sugar and other 
crops, and expediting communications. 
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Things happened 
that year, 
In Philadelphia... 





lp + ee ee 


Little things — bigger things... 

A descendant of Benjamin 
Franklin offered for rent the house in 
which his great forebear had lived. The 
address was a good one—between 
Third, Fourth, Market, and Chestnut 
Streets. 

A man solicited subscriptions 
for a biography of George Washington. 
He was a parson, by the name of Weems. 

Readers of the Gazette of the 
United States learned that the Chinese 
Government had prohibited the impor- 
tation of opium, and of “all other drugs 
or articles whatsoever, that shall have 
been found to possess the same or 
similar effects; as Ale, Beef, Pudding, 
Methodist Sermons, Modern Epic 
Poems.” 

Gentlemen of fashion combed 
their hair forward over their faces. 
They looked, someone said, “as if they 
had been fighting an old-fashioned hur- 


ricane backwards.” 





In the newspapers appeared 
advertisements for Solomon’s Anti- 
Impetigenes—an “absolute, specifick 
remedy” for “scurvy, leprosy, elephant- 
ias, king’s evil, scrofula, erysipelas, 
St. Anthony’s fire, pimpled faces, gout, 
rheumatism.” 

England and France went to 
war—an important event for the great 
port of Philadelphia, and for its ship- 
ping firms... 

All this happened in 1803, the 
year in which The Philadelphia Bank 
(now The Philadelphia National Bank ) 
was formed, and thereby increased to 
four the number of the city’s banks. 
The three older banks looked up and 
frowned; they questioned the wisdom 
of the energetic new member, which 
accepted the fact that the world was 
changing, and argued that change 
might even be welcomed, since it meant 
opportunities as well as dangers. 


We still do... 
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QUOTES FROM ABA CONVENTION 


ERLE COCKE — President 


Our population is growing, standards 
of consumption are rising, productive ef- 
ficiency is increasing, new and better 
materials are being discovered, and 
broad horizons of technology and science 
are constantly coming into view. Despite 
the eroding influence of inflationary 
pressures, We have been able so far to 
achieve new records of real physical out- 
put. Unemployment is at a very low 
level. In an unprecedented stretch of 
prosperity, business activity has been 
on a plateau close to the all-time record. 

Recently there have been signs of a 
softening in some of the business in- 
dexes. Trained economic observers are 
divided over whether the trend will be 
upward or downward in the months just 
ahead, but there seems to be broad agree- 
ment that any change is likely to be 
modest. For the longer pull, however, 
the popular forecast is that over the 
decade ahead, allowing for intervening 
swings upward and downward, the 
forces of growth will be unleashed to 
give us a much bigger economy than 
today — with a gross national product 
of perhaps as high as $600-billion in 
terms of present prices — provided we 
have the good sense to guard against ex- 
cesses. 


FRANK PACE, JR., 
President, General Dynamics Corp. 


Surveying the fate of nations satisfied 
with progress, I have come to view with 
alarm the establishment of any arbitrary 
ceilings on our growth. As a former Di- 
rector of the Budget, I am quite aware 
of the fact that ceilings must be set and 
bench marks established. This is essential 
to the control of big spending, Without 
them there cannot be sound economic 
control. On the other hand, for an econ- 
omy which is constantly expanding, I 
fee] that the imposition of arbitrary and 
final limitations either in our national 
or in our defense set-up would be un- 
wise, 

Fortunately, I think the experiences 
of the past are such that we would not 
undertake to limit our defense require- 
ments on purely economic grounds, for 
this would obviously be most unwise. It 
is quite clear that a strong defense is 
our insurance policy against total dis- 
ster and that we must be prepared to 


bs] 


‘ 
a 


pay the price to protect ourselves — al- 
wavs, of course, a carefully considered 
price, and always a price in which we 


Seex to obtain full value. The cost of 
two world wars leads unquestionably to 
the conclusion that on a preventive basis 
alove the price of our defense is a justi- 
fia’ e one. I think, however, that our 
pecsie should be made aware that with 
th multitude of products being gener- 
atc by military research programs, the 
Pr iem of selecting the proper weapons 
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and, just as important, the proper anti 
weapons must become ever more difficult 
for our defense leaders. They need our 
understanding and support in trying to 
solve one of the most difficult problems 
of all times. Our leaders must be en- 
couraged never to limit their vision, for 
the day we fail to reach for the ultimate 
will be doomsday — not merely the day 
we lose our world leadership, but the day 
we lose our chance for individual and 
national survival. 


ROGER M. BLOUGH 
Chairman, United States Steel Corp. 

Inflation presents a double threat to 
our national welfare: First, there is the 
danger of the disease itself; and second, 
there is the still-greater danger that — 
failing to understand the problem thor- 
oughly — we may be led to resort to 
some suicidal remedy. 

I am disturbed by the fact that many 
of our influential leaders seem to be 
more interested in finding a scapegoat 
upon which to vent our national wrath, 
than in locating the real cause, and ef- 
fectuating the cure of the malady. Pin- 
ning the tail of inflation upon the hard- 
working industrial donkey may be great 
fun and an innocent sport — or it could, 
conceivably, be a carefully contrived 
maneuver designed to dupe the American 
people into a vast extension of the powers 
of Government and a wholesale surrender 
of their traditional and constitutional 
freedoms. 

Certainly an uninterrupted rise in the 
cost of living — if it continues long 
enough — will provide a _ powerful 
weapon in the hands of those who have 
never abandoned their efforts to atomize 
business, destroy our system of com- 
petitive capitalism, and to refashion our 
national economy in the image of the for- 
eign ideological gods at whose shrines 
they seem to worship. 


A. WILLIS ROBERTSON 
U. S. Senator from Virginia 

We now have a 48-cent dollar and 
the highest volume in history in circula- 
tion, but the price of farm products is 
still depressed. On the other hand, the 
cost of living is at an all-time high. For 
11 consecutive months that index has 
advanced. By some that is called creeping 
inflation. Some claim it is an indication 
of the fact that we do not have a stable 
dollar. With respect to current prices, 
my conclusion is that the effect of cur- 
rency expansion on prices since we left 
the gold standard in 1933 has been a 
relatively minor one. In managing the 
supply of paper money, the Federal Re- 
serve Board has done a good job. 

I would list as major factors in the 
current price inflation the following: 

1. Deficit financing and especially the 
sale of Government Bonds to commercial 


banks. <- — 


2. Unprecedented peacetime spending 
by all government agencies — national, 
state, and local. 

3. Unprecedented credit expansion, in- 
cluding the government’s program of un- 
derwriting mortgages. 

4. Monopolistic price controls in which 
big business and big labor unions have 
been silent partners. 


RT. HON. PETER THORNEYCROFT 
Chancellor of the Exchequer 


Before I left England, I made a state- 
ment about my government’s policy upon 
the problem of inflation. The key to it 
was contained in the following extract: 


There can be no remedy for inflation 
and the steadily rising prices which go 
with it which does not include, and in- 
deed is not founded upon, a control of 
the money supply. So long as it is gener- 
ally believed that the government are pre- 
pared to see the necessary finance pro- 
duced to match the upward spiral of 
costs, inflation will continue and _ prices 
will go up. 


When one is witnessing a wage price 
spiral, it is always difficult and contro- 
versial to say what is the cause of what. 
Nevertheless, it remains true that money, 
particularly new money, if it is not the 
cause, is certainly the necessary food of 
any inflation. I believe profoundly that it 
is the duty of government to make plain 
that it will not be a party to under- 
writing these inflationary forces. 
Whether it is what you call a “demand- 
pull” or a “cost-push” inflation, we must 
be determined not to provide the extra 
money which alone will sustain it. 


CLARENCE E. MARION 
Attorney, South Bend, Ind. 


Present experience shows that we can- 
not avoid the inflationary effects of 
federal extravagance merely by balanc- 
ing the budget. Before the Senate Com- 
mittee, Secretary Humphrey admitted 
that federal spending is inflationary 
whether the budget is balanced or not. 
But if the value of the dollar is sliding 
downward inside of a balanced budget, 
what can we expect to happen to that 
value when and if federal deficit spend- 
ing is resumed? Senator Byrd points out 
that if American business activity now 
goes back merely to the high level of 
1955, the present spending program of 
the Federal Government will leave it 
$13 billion in the red. What $13 billion 
worth of deficit spending would do to the 
real values of savings accounts I leave 
to your imagination. I merely point out 
that this prospect will not make a good 
selling point for increased thrift on the 
part of citizens that is so vitally neces- 
sary at this time. 

Bankers have a legal obligation to pre- 
serve the “quantity” of their depositors’ 
dollars, but they also have a moral ob- 
ligation to guard the quality of those 
dollars as well. If confiscatory taxes and 
senseless federal spending are destroy- 
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ing the value of your savings accounts, RESOLUTION AGAINST INFLATION particular groups for easy money and 
you must call that fact to the attention We believe that creeping inflation is credit whenever signs of a slackening jn 
of your depositors. There are many more not inevitable and that a major target their segment of the economy appear. 
of these depositors now than there were should be elimination of inflationary psy- The solution of the problems of in- 
voters in the last presidential election. chology from the public mind. The wel-  flation is beyond the scope of monetary 
All you have to do in order to reverse fare of our people and lasting improve- authority alone. In order to further 
the dollar-destroying extravagance of ment in the standard of living require sound economic growth, therefore, al] 
the Federal Government is to tell de- that this be done without delay. While agencies of Government must recognize 
positors the unpleasant facts. The time recognizing the importance of flexibility as an essential criterion for their actions 
has come to raise the general rate of in- in policy under changing conditions, we the importance of stability in the cost 
terest in economical constitutional gov- urge monetary authorities in the cur- of living and of combatting persistent 
ment. rent situation to resist pressures from inflationary pressures. 
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HARNESSING THE SUN'S ENERGY 


Can It Compete with Natural Fuels? 





The comparative- 
ly new area of 
practical solar en- 
ergy application is 
only one of many 
research projects 
fostered by the Hofi- 
man Electronics 
Corporation, of 
which the author is 
president. The com- 
pany’s activities, in addition to consumer 
products, have also covered a broad range 
of cooperation with the military services 
in defense work. 





INCE MAN FIRST INHABITED THIS 
~ planet he has esteemed the life- 
giving, life-sustaining sun among the 
most valuable of nature’s blessings. 
Some of the ancients actually wor- 
shipped it as the Supreme Being and 
nearly as old as man is the knowledge 
that the sun is the sole source of energy 
upon the earth and the custodian of all 
life upon it. But only in recent years 
have we been able to evaluate the day by 
day worth of the sun in a meaningful 
way — in coin of the realm. Such an 
evaluation is quite readily deduced. 

The earth has a projected area of 
about one hundred twenty-seven million 
million square meters. A fair average 
figure for the power of the sun’s rays is 
one kilowatt per square meter. So, a 
total power is falling upon the sunny 
face of the earth amounting to about 
one hundred twenty-seven million mil- 
lion kilowatts. At a conservative two 
cents per kilowatt hour, the sun’s rays 
are worth to us, then, about two and 
one-half million million dollars per 
hour throughout the daylight hours, 
which is interesting but not conclusively 
significant since, if the sun should dis- 
appear, then all life on this planet would 
quickly come to an end. Considered in 
this |ight, the value of the sun is infinite. 

In any event, it is quite apparent that 
Old Sol can provide ample power, on a 
day y day basis, for all of our worldly 
neec. for thousands of years to come. 
For ‘nstance, each of our 2% billion 
peop's has available about 408,000 kilo- 
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H. LESLIE HOFFMAN 


watt hours per 8-hour day, and the 
beauty of it is that when this power is 
put to work, it isn’t really consumed at 
all because eventually it all winds up as 
heat anyway which is just what happens 
to the sun’s energy when we do not re- 
quire it to do work for us as an inter- 
mediate step. The figures involved here 
are patently enormous and are cited 
only to provide an idea of the tre- 
mendous power poured down upon us 
each day. Obviously, it would not be 
practical to absorb and utilize any ap- 
preciable fraction of this power but 
we really wouldn’t have to. Consider a 
somewhat more practical case. 

The world’s installed electrical gen- 
erating capacity is estimated to be 290 
million kilowatts. An equivalent power 
could be provided by 290 million square 
meters of solar converters operating at 
100% efficiency or by 2900 million 
square meters of solar converters operat- 
ing at 10% efficiency, an accomplish- 
ment which is currently achievable. This 
represents an area of 1120 square miles 
or just slightly greater than the area of 
Rhode Island—to supply all of the 
power produced by all of the generators 
in the world! 


Sun Energy Can be Harnessed 
Now 


It is most amazing, since mankind has 
so long realized the power available 
from the sun, that more progress has not 
been made in extracting it. 

The big question is, and always has 
been, “how?” Many efforts have been 
made over recent years to absorb the 
sun’s rays and put them to work. The 
most familiar scheme is the one whereby 
large mirrors are used to concentrate 
the sun’s rays on a 
water boiler. Some 
success has_ been 
achieved but at best 


extremely high temperatures over very 
small areas. The Bureau of Standards, 
for instance, recently reported achiev- 
ing temperatures of 3500°C. by concen- 
trating the sunlight collected by a 5-foot 
searchlight mirror. Deriving an electric 
current directly from the sun’s rays is 
by all odds the most attractive method, 
and practical means for doing this are 
now emerging. 

A few years ago, scientists in the Bell 
Laboratories, while engaged in studying 
the properties of silicon, one of the 
semiconductors which made the transis- 
tor possible, observed that, when prop- 
erly prepared, this material had the 
ability to convert photons, the basic 
units of light energy, into electrons, the 
basic units of electrical energy. 

Hoffman Electronics Corporation, in 
its Semiconductor Division, has con- 
tinued this development intensively and 
this Division is now producing large 
quantities of solar cells which will! 
operate at 10% efficiency. Still higher 
efficiencies have been achieved in the 
laboratory and the search for means of 
increasing efficiency further is continu- 
ing actively. 


But—Cost is High 


Cost is, as usual, in a new art, one of 
the serious problems impeding the wide 
usage of solar power converters of this 
type. 

As stated, these solar converters are 
constructed of silicon which is one of 
the most prevalent elements of the earth. 
For instance, silicon is a major con- 
stituent of common sand. It is rather 
paradoxical, then, that, as used to make 
solar cells, it is so expensive. The answer 
is that when silicon is used to make the 





it is an inefficient 
and cumbersome 
method and ihese 
schemes now are 
used almost exclu- 
sively to produce 





Silicon wafers convert solar energy directly into electrons. 
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semi-conductor products, such as tran- 
sistors and solar cells, it must be refined 
to almost inconceivable purity and it is 
this refining which makes it so expen- 
sive. 

Imagine a necklace of one-inch white 
marbles touching each other and girdl- 
ing the globe at the equator. If we could 
permit only three black marbles in the 
chain, that would represent the limit 
of impurity we could permit in our sili- 
con when used in the manufacture of 
transistors. Silicon used in the manufac- 
ture of solar cells must be 99.9999% 
pure. This is to say that impurities 
greater than one part in a million will 
affect the operation of the cell. Refining 
to such purity is an arduous task—and 
of course very expensive. So-called 
“chemically pure” silicon is melted by 
high temperature furnaces. A _ small 
seed” of pure silicon is then lowered 
into the molten mass whereupon atoms 
of pure silicon, out of the molten solu- 
tion, adhere to the “seed” and build up 
a large crystal of pure silicon weighing 
about 5 ounces. As the crystal grows it 
is slowly drawn out of the molten solu- 
tion. This is a “building block” process 
where only properly shaped blocks (the 
atoms of silicon) can find a place in the 
growing crystal. Atoms having other 
shapes (the impurities) are rejected. 

The process of growing these crystals 
is entirely similar to the process by 
which salt crystals form on a cord sus- 
pended in the ocean or the process by 
which large crystals of pure sugar are 
produced by suspending a string into a 
super-saturated solution of sugar in 
water. 

The basic silicon used for crystal 
forming has a market price of from 
$100 to $1000 per pound depending 
upon its purity, the lower cost material 
being satisfactory for the production of 
solar cells. 

The single crystals of silicon are next 
sliced into about 44 thin wafers with 
diamond edged saws and these wafers 
are then deliberately “poisoned” on their 
surfaces, to a carefully controlled de- 
gree, with other elements which impart 
to the wafer the characteristics desired. 
Electrical contacts are then made to the 
front and the rear. Thus is formed the 
finished cell which will produce, in 
bright sunlight, a voltage of about 0.4 
volt and a power of about .05 watt. High 
voltages are obtained by connecting cells 
in series and high currents by connect- 
ing the cells in parallel. 

A part of the reason for the high cost 
of power from solar wafers is now ap- 
parent. Based upon material alone, each 
wafer costs $.625 and will produce .05 





Chemically pure silicon before melting in 
high-temperature furnaces. 





watt. This means that 20,000 wafers are 
required to produce a kilowatt — or a 
cost of $12,500 per kilowatt. But this, of 
course, is not the full story since the life 
of these units is infinite, for all practical 
purposes, there being nothing to wear 
out and there exist even today many ap- 
plications for reliable everlasting power 
even at high cost. 


Special Purposes Can Often 
Ignore High Cost 


Since the cost per cell at the present 
time is such an important aspect, any- 
thing which can be done to increase the 
power achievable is an immediate gain. 
It has been shown that much more pow- 
er can be delivered by one of these cells 
than that resulting from normal sunlight 
falling upon it. This suggests the possi- 
bility of collecting sunlight over a wider 
area and concentrating it upon the cell. 
as for instance through the use of a sim- 
ple magnifying glass or its equivalent 
and the possibilities here are most prom- 
ising indeed. 

Much can be done and is being done 
to reduce the cost of the silicon wafers 
and improve their efficiency. But even 
now there are many applications where 
these devices can be justified because 








Hoffman portable radio powered by solar 
cells and storage battery. 
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they never wear out and never need at- 
tention. Consider, for instance, a remote 
telephone repeater station in the middle 
of the desert. Power is required but the 
stations are unmanned. An array of solar 
cells and a system of storage batteries 
is the answer. The solar cells provide the 
power to run the station and to charge 
the batteries by day, and the batteries 
provide the power when the sun is not 
shining. Or, consider the case of a navi- 
gational buoy in the harbor. Here a 
lamp supplied by solar cells and a small 
storage battery can run unattended in- 
definitely. 

The Forestry Service has a severe 
problem in providing power for its un- 
attended radio relay stations. Either 
heavy expendable dry batteries or fuel 
for a rather unreliable gasoline engine 
charging unit must be “packed in” to the 
site at great expense. The solar cell is a 
much better answer. Such an installation 








A Forestry Service radio relay station on 

Santiago Peak, Cal., operates unattended. 

Arrow shows one unit of solar cells power- 
ing installation. 





is working atop Santiago Peak, near San 
Diego, California. 

Another very interesting application is 
in the powering of the ordinary flash- 
light where the batteries sometimes go 
dead when most needed. Hoffman has 
developed a solar powered flashlight 
which is always ready, provided only 
that it is left in the sunlight for a few 
hours when not in use. 

Another natural application of the 
solar cell is in powering portable radios. 
Powered by batteries, the cost and nuis- 
ance of replacing these batteries has al- 
ways been a problem and an irritation. 
At Hoffman there has been developed a 
portable receiver which operates from a 
combination of a solar cell array and a 
sim; le rechargeable battery. In the sun- 
ligh the solar array charges the battery 
anc powers the set. Out of the sunshine 
the .torage battery provides the power. 

‘ere are many other logical applica- 
tions for solar cells now and a great 
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many more will become obvious each 
time cost reduction is made and greater 
efficiency achieved. A substantial break- 
through in either direction would open 
up really significant markets. 

It is most interesting to observe that, 
of all the sources of energy available to 
man, only water power and the direct 
conversion of sun power do not consume 
our natural resources. Even atomic en- 
ergy sources use up the minerals of the 
earth, and atomic fuel is prepared for 
use only at tremendous expense. 

The sun gave us all of the sources of 
power we have, with the possible excep- 
tion of atomic power. The sun grew the 
plants which gave us our coal and oil, 
the sun lifts the water which gives us our 
hydro-electric power. But the utilization 
of either of these requires many inter- 
mediate steps. We have to wait for plants 
to grow before we can burn them and 
we have to install power generating sta- 
tions to utilize the rains. The solar cells 
convert sun power directly into electri- 
cal power with no intermediaries what- 
ever. 

Surely ways will be found to reduce 
the costs of these devices and their fu- 
ture looks bright indeed. As a matter of 
fact. if we could increase the achievable 
watts per dollar by just one order of 
magnitude, whether by reducing costs or 
increasing efficiency or both together, 
then we could produce power at two 
cents per kilowatt hour on a 20 year 
amortization basis, which is entirely 
comparable with accepted practices in 
the power generating field. 


S.., dee & 
$13 MILLION ESTATE LEFT BY 


Mrs. THOMAS LAMONT 


A net estate of $13,486,301 was left 
by Mrs. Thomas W. Lamont who died 
December 29, 1952. The appraisal listed 
$10,724,255 as the value of 290 securities 
including industrial and oil shares, util- 
ities, and state and municipal bonds. 
Miscellaneous assets, including personal 
effects at the home, were valued at 
$93,513. 

Fourteen public bequests disposed of 
$4,185,000, largely to educational insti- 
tutions, and State and Federal taxes 
were estimated at $5,176,111. Mrs. La- 
mont stated in her wil, dated December 
22, 1950, that women’s education is just 
as important as men’s. She bequeathed 
$1,200,000 to Smith College, $500,000 to 
Barnard College, and $250,000 each to 
Wellesley, Bryn Mawr, Radcliffe, Mount 
Holyoke and Vassar. She also left 
$250,000 each to Columbia University, 
Harvard College, and Union Theological 
Seminary. Other public bequests included 
$100,000 to the Academy of American 
Poets, Inc., and her home, valued at 
$260,000, to the Visiting Nurse Service 
of New York. 





“WHY DELAWARE?” Tax and trust 
laws of the State of Delaware 
facilitate the accumulation, man- 
agement and conservation of 
property by corporations and 
non-residents. Write for “Why 
Delaware?” our new booklet sum- 
marizing these benefits. 
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“The Story of Tobacco” advertisement 
of American Machine & Foundry Co. 
features productivity gains through the 
introduction of machines. The stem — 
about 20% of each tobacco leaf — was 
removed originally by flailing, but since 
1918 an AMF machine processes up to 
400 pounds an hour. Packaging of cigar- 
ettes, originally done by hand without 
counting, is now done by machine at 150 
packs a minute. 

Research in the application of atomic 
energy is the theme of an ad from Amer- 
ica’s Independent Electric Light & Power 
Companies. “The nation’s appetite for 
electric power is growing rapidly, and 
atomic energy promises a vast new 
source of fuel to make more electricity. 
That’s why independent electric com- 
panies are studying, testing, and com- 
paring methods and equipment to find 
the best ways to put the atom to work 
for America.” 


Research for increasing man’s life- 
span provides the subject of a Bankers 
Trust Co., New York, ad. It points out 
that Alexander the Great died at 33, 
Mozart at 35, Keats at 26, and that it 
used to be “an accepted tragedy of life 
that legions of the young and promising 
would be swept away by disease.” The 
ad shows how banks join with pharma- 
ceutical companies to support research 
that prolongs life by “supplying financial 
services adapted to their special needs.” 

A two-page illustrated ad of General 
Electric shows what that company has 
been doing for “putting the atom to 
work” since 1940, and projected to 1960. 
The ad makes the point that “Pioneer 
fields demand risk taking . . . These and 
other commitments are being made with 
the realization that atomic energy is a 
pioneer field calling for ingenuity, bold- 
ness and financial risk taking with little 
prospect of a profitable return for many 
years to come.” 

“Darrell Stuart ... or how to paint 
your way up the ladder” is one of Union 
Oil Co.’s ads showing that big business 
does not kill, but rather helps to create 
small business. It is the case history of 
Stuart who bid on the painting job for 
a service station, and continued to bid, 
work and reinvest much of his profits 
until now he employs 200 people, works 
92 trucks, and last year grossed over 
$1,000,000 — all from painting jobs. 
Last year, the ad says, Union Oil spent 
72% of its gross income with over 15,000 
other companies and individuals. 

“You taxpayers ought to get after the 
company that doesn’t make a profit,” ad- 
vises an ad of Wagner & Swasey. Bur- 
eaucrats may cry that companies make 
too much profit, but a company that fails 
to make a profit doesn’t pay its share of 
taxes, soon won’t pay any, doesn’t create 
jobs, and doesn’t meet the American de- 
mand for better products and values. “A 
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ECONOMICS OF CAPITAL IN CORPORATE ADVERTISING 





great labor leader” said that “The worst 
enemy of the workingman is the company 
that fails to operate at a profit.” 

“More food from America’s farms’ is 
the subject of a Jones & Laughlin ad 
which makes the connection with steel 
by explaining the greater productivity 
machinery has brought to the farmer, 
and through him to the country. 

“The more we pass the buck, the less 
the buck will be worth,” says the Insti- 
tute of Life Insurance in its continuing 
campaign against inflation. Stopping in- 
flation, the ad says, is everybody’s job 
and individuals can take at least three 
steps: Buy wisely, Save more, See that 
government spends tax money wisely. 
Another ad in the series pictures the 
average citizen with a _ back-breaking 
burden and asks, “How much more in- 
flation can our country stand?” That ad 
advises the reader to “look for value” 
in everything he buys and to insist on 
value from the government. 

Governmental consideration in the 
form of tax relief for some industries 
gets attention in “Are We Running Out 
of Oil?”, an ad of Guaranty Trust Co., 
New York. It discusses the extraordinary 
risks and costs of the oil industry and 
the periodic attacks upon the 1926 favor- 
able tax treatment that permits the 
holder of an oil-producing property to 
treat as depletion for tax purpose 
27%% of the gross income or 50% of 
the net income from the property, which- 
ever is less. “Rational analysis of the 
economics of the oil depletion allowance 
confirms the verdict of experience,” the 
ad states. “Against the existing legisla- 
tive background, oil has taken its place 
among the great epics of American en- 
terprise and welfare. Nothing would be 
more shortsighted than to jeopardize the 
future of a resource so vital to prosperity 
and national security by changes that 








cannot be justified even on theoretica] 
grounds.” 

“Demand Inflation and Wage Infla- 
tion” are distinguished in a Republic 
Steel ad which observes that with either 
kind of inflation people get hurt — “the 
buyer in the first case, the people who 
don’t get a raise in the second... The 
antidote to demand inflation is increased 
production, to end shortages. The anti- 
dote to wage inflation is increased pro- 
ductivity, to justify higher wages.” 

Ten answers are offered by Texas & 
Pacific Railway to the question, ‘What 
can we do, as individuals, as_ business 
men, to preserve our God-given rights 
and personal liberties?” Among the ten 
are these suggestions: “We_ should 
recognize that the bounties and benefits 
received from the federal government 
come out of our personal incomes. . 


and that government is simply being gen. | 
erous with our money ... We can sup- | 
port economy in government, even if it 


affects pet projects in our own com- 
munity.” 
A A A 
PERSONNEL POLICIES 


@ Hundreds of Socony Mobil executives 
and employees are coming each year to 
the new training center in the Con- 
pany’s recently completed New York 
building. The Training center includes 
a conference area for 250 people which 
can be quickly turned into four smaller 
conference rooms, each supplied with 
flat mat screens and jacks for telephone, 
microphone and TV. Any _ conference 
by prearrangement can be tape recorded, 
but a privacy switch enables the leader 
to cut out contact with the control room 
as desired. The 32 conference rooms 
throughout the building, designed pri- 
marily for individual departments, are 
made available to other groups through 
a clearing-house arrangement. 

The Company publishes for its em- 
ployees a catalogue and calendar of 
courses offered for the year — both those 
regularly scheduled and those offered 
“On Request.” The title, sponsoring de- 
partment, and description are given for 
each of these, as well as for selected 
management and key personnel develop- 
ment courses obtainable elsewhere. 


A 4 A 

@ A 60-page “Guidebook to Modern Per- 
sonnel Program” has been prepared by 
Mutual Life Insurance Co. of New York 
for the benefit of other firms, Based on 
MONY’s own personnel experience, t0- 
gether with ideas gleaned from other 
organizations, the booklet covers nine 
teen different areas that require persor- 
nel policies to be established, among 
them hiring, terminations, 
vacations and salaries. Understandably 
the sections on employee benefit programs 
deal with insured plans. The format 
offers space in each section for the 
reader to make notes applicable to his 
own company. 
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FUND CONFERENCE 
(Continued from page 1006) 


ever he suggests term insurance in con- 
sultation with a life man, invariably the 
latter favors a more self-remunerating 
policy. 

Mr. Casey then outlined subsequent 
successive steps in estate planning pro- 
cedure such as getting information on 
the family assets, covering problems of 
retirement, disability and death. He 
also advised the mutual fund salesmen 
to “get the lawyer in the act.” In the 
later question period he thought that 
it would be some time before passage 
of the Jenkins-Keogh Act. Congressmen 
will be under too much pressure from 
their non-included constituents to give 
them similar consideration in tax-shel- 
tered individual pension trusts. Al- 
though he saw no objections to charts 
and tables compounding re-investmen. 
of income dividends and capital gains 
distributions without allowance for a 
tax bite, at the conclusion of his re- 
marks he stated, “Mutual fund repre- 
sentatives must learn to project the re- 
sults of savings programs and _ invest- 
ment programs on a net after tax basis.” 


Variable Annuity Policies 


Richard F. Nichols, Investment Vice 
President of T.1.A.A. and C.R.E.F., dis- 
cussed his group’s concepts of invest- 
ment management. He elaborated on 
the characteristics of people that make 
good managers, broad investment polli- 
cies, the putting together of the port- 
folio based on these policies and, finally. 
the actual running of the portfolio. 
“Portfolio changes must not be made 
on a shallow basis,” he said, adding 
that “from a standpoint of investment 
policy, you should not sell a stock un- 
less a fundamental unfavorable change 
has taken place in the company’s pros- 
pects, either from the standpoint of in- 
dustry or management . . . . you should 
at all times have a positive conviction 
about the stocks in your portfolio and 
those you are buying.” 

S.E.C. Commissioner Orrick was the 
final speaker at the Conference. In 
addition to other regulatory problems 
mentioned earlier in this report, he em- 
Phasized that the Commission’s sole 
concern with the variable annuity is 
a determination of whether legally it 
and its issuers are subject to the Federal 
reguiatory body’s jurisdiction. He dis: 
cussed the two chief problems regard: 
ing names of funds—those that suggest 
the fund invests in a particular indus: 
try or follows a certain policy and those 
whic, purport to serve the needs of 
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specified groups. Regarding Commis- 
sion objections to the latter, he ex- 
plained that “the investment needs of 
doctors, teachers or government em- 
ployees, which are heterogeneous 
groups, vary with each individual. No 
one fund could probably serve the 
needs of all.” The Commissioner also 
noted the problems concerned with the 
sale of investment advisory and prin- 
cipal underwriting contracts which his 
body believes is prohibited under the 
Act and is now having clarified in a 
case due to~be considered in the Court 
of Appeals for the Ninth Circuit this 
month (S.E.C. v. Insurance Securities, 
Inc.). Mr. Orrick concluded with a 
brief description of the comparatively 
new program for regular inspections of 
active management companies. 


A A A 


Australian Company Reports 
Trusts Decreasing, Executor- 
ships Rising 
“At one time a very large part of our 
business was in the administration of 
continuing trusts, for life interests and 
annuities, but we find nowadays that 
these are in the minority,” Ronald F. 
Angas, chairman of the board of direc- 
tors of Elder’s Trustee & Executor Co., 
Ltd., Adelaide, said at the annual meet- 
ing of the Company on May 29, 1957. 
“The fact that people who depend upon 
annuities and incomes from fixed capital 
sums are hardest hit by inflation natur- 
ally weighs heavily with testators, who 
are leaning more and more to outright 
bequests. The effect of this is that we 
depend increasingly upon our corpus 
commissions rather than our income com- 

missions.” 


On the other hand, he said, there is a 
“eratifying inflow” of appointments as 
executor and a growing realization “that 
in many cases the constituting of trusts 
and settlements of various kinds pro- 
vides a_ perfectly proper means of 
lightening the burdens both of income 
tax and death duties.” 


Two amendments to South Australian 
statute law were cited by Mr. Angas. 
The first requires companies incorporated 
outside the State and operating inside 
the State to maintain share registers in 
the State, if required by South Aus- 
tralian shareholders. In such cases the 
shares transferred become South Aus- 
tralian assets and at the owner’s death, 
“the delay and expense of reseals and 
the payment of death duties outside the 
State will be avoided.” 


The other change increased the prefer- 
ential charge of a widow or widower of 
a deceased intestate dying without issue 
from £500 to £5,000 — “a much more 
realistic approach,” but of course no 
substitute for a will. 


The value of new estates, trusts and 
agencies received during the year 
reached a record high of £4,280,633. 
Trust funds on March 31 aggregated 
$22,737,303 representing a gain over the 
previous year of £1,304,830, and making 
the present level also a record high. Net 
profit of £10,866 represents a real gain 
of £746 over the profits of the year be- 
fore, when allowance is made for some 
changes in the Company’s bookkeeping 
methods. 


A A A 


® Walter J. Van Lenten, vice president 
and trust officer, Danbury National Bank, 
has been named chairman of the Trust 
Committee, Connecticut Bankers Asso- 
ciation. 
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AVOIDING ABANDONED STOCKHOLDERS 


Exceptional Record from Bank’s Program 





When the editors learned that a 132-year- 
old bank, with 414 million shares outstand- 
ing, had been able to keep track of every 
one of its shareholders, without a single 
abandonment, and with unclaimed dividend 
or rights payments of less than $100, we 
asked its Supervisor of Shareholder Rela- 
tions—itself an unusual title—to tell how 
that was possible. In these days of extensive 
effort to expand and maintain good rela- 
tions with the list of stockholders, the story 
is particularly pertinent to banks and cor- 
porations alike. With the cooperation of 
R. L. Smith, of the Bank of Montreal (Can- 
ada), we are pleased to present the pro- 
gram by which this record has _ been 
achieved. ....... Epitor’s NOTE 





N COMMON WITH MANY OLDER CORPO- 
. the shareholder body of the 
Bank of Montreal has developed from 
a small number of “charter” sharehold- 
ers, probably all personally known to 
the directors and management. Now 
they number many thousands and com- 
munications to them must be addressed 
to the remotest points in Canada and to 
many other countries. To maintain, in 
these circumstances, an attitude toward 
the Bank’s owners which goes beyond 
the protection and pro‘itable use of their 
investment is not easy, but the wide dis- 
tribution of a  corporation’s shares 
among persons in every walk of life 
will be of little advantage unless their 
goodwill and a sense of their special 
position in the company’s affairs are 
maintained. 

An attitude that the shareholders are 
a very special group of people who merit 
our most careful attention is one which 
can express itself in many ways, all 
tending toward good relations. Policies 
and methods which will prevent the 
shares or dividend payments failing io 
benefit those entitled to them is 
expression of this attitude. 

Methods are, of course, important, 
but to be successful they must derive 
from a general attitude of responsibility 
to the shareholders. Desire to keep the 
books “clean” will not in itself justify 
the effort which must be made. 

Immediately upon the death of an 
existing shareholder the corporation has 
one or more new shareholders even 
though they may not yet be known. In 


one 
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most cases transmission of the shares 
will follow the normal course and it is 
in the exceptional cases, usually involv- 
ing small holdings, that a sense of re- 
sponsibility toward these new share- 
holders must come into play. If the 
shares have not been claimed within, 
say, a year, it is our policy to investi- 
gate and make enquiries through all 
channels available to us. Examination of 
paid dividend cheques and enquiries to 
the banks through whom they have been 
negotiated are the most fruitful sources 
of information. 


Risk and Common Sense 


The few cases where certificates had. 


been lost or mislaid and _ established 
heirs were unaware of the holding can 
be cleared up by standard procedures. 
More difficult circumstances are those 
in which a small holding appears to de- 
volve to a number of people and the 
decedent had little other estate. Neces- 
sary legal procedures often approach or 
exceed the value of the shares and in- 
dividual heirs are reluctant to incur 
these expenses in view of the smal! por- 
tion of the holding which they would 
receive. In many such cases we have 
found it advisable to assess and accept 
remote risks involved in setting legal 
technicalities aside. 

The exercise of judgment in this re- 
spect would not appear to devolve upon 
a transfer agent and should rest with a 
responsible officer of the corporation. It 
should also be kept in mind that in this, 
as in many other cases, the purpose of 
legal counsel is to enable the transfer 
agent or the corporation to obtain full 
protection of the law and, perhaps, to 
assess the risk involved where such pro- 
tection is not complete. An inclination 
toward compromise, and the acceptance 
of an assessed risk in the interests of 
disposition of the shares should rest with 
an appropriate officer of the corporation. 
His attitude should be one of co-opera- 
tion with claimants rather than that of 
an opposing force without concern for 
the difficulties of meeting requirements 
which he feels to be legally correct. 

Our own experience along these lines 
has possibly been unusually broad owing 





to laws of succession in the Province of 
Quebec, which derive from French 
rather than English concepts and _per- 
mit direct claims by heirs without juri- 
dical intervention. I think, however, that 
the principles and general approach we 
have adopted will find application every. 
where. An attitude that it should not be 
necessary to urge apparent heirs to act 
in their own interests is not unreason- 
able, but is probably one of the main 
sources of abandoned shares, as is an 
uncompromising attitude toward legal 
technicalities where the amount is small 
and the risk remote. 


Will and Registration Ambiguity 


I recall a recent occasion in which a 
small number of shares had been placed 
in perpetual trust by a pious but am- 
biguous clause in the will of a share- 
holder who died in 1897 and whose ex- 
ecutors and trustees had long since 
passed on. If the courts had been asked 
to adjudicate, costs would have left little 
or nothing for the trustees they would 
have established. We located a greai- 
grandson who joined us in choosing a 
religious institution whose activities met 
the expressed wishes of the testator and 
to which the shares were transferred. 
The Bank of Montreal has no legal pro- 
tection, but I think our long-dead share- 
holder would have approved and | do 
not think we will ever have to defend 
our action. 

Another point which requires constant 
vigilance is the avoidance of registration 
of shares in forms which will leave doubt 
as to actual ownership or authority to 
transfer. Investment clubs without legal 
existence as a corporate entity could 
provide difficult situations. 

Absentees present a special problem. 
When presumptive heirs do not come 
forward it may be possible, in many 
jurisdictions, for the corporation to im 
itiate arrangements for transfer of the 
shares to a Public Trustee. 

Perhaps all of the foregoing can be 
summed up in our feeling that we have 
a special responsibility toward the ow? 
ers of unclaimed shares and that delay 
in investigation and in exerting any ne 
cessary pressure and resistance to com 
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promise is a step toward eventual aban- 
donment. 

(he same attitude and sense of re- 
sponsibility toward our shareholders 
which guide us in difficult situations in 
connection with the shares themselves 
guide us in avoiding unclaimed divi- 
dends, but there is, perhaps, greater 
room for standard procedures. 


Lost and Strayed Dividends 


We find that most uncashed dividend 
cheques are those which have gone 
astray in the mails or which have been 
inadvertently destroyed or  mislaid 
through confusion with the large amount 
of advertising and promotional material 
passed through the mails. Our efforts to 
see that all dividends are eventually re- 
ceived by those entitled to them prob- 
ably entail more work than would the 
maintenance of records of outstanding 
items, were we to adopt an attitude thai 
the shareholder should himself ensure 
that he receives all dividends to which 
he is entitled, and make no effort on 
his behalf. 

Our attitude is that a large propor- 
tion of corporate shareholders are not 
businesslike in their methods and that 
we have a responsibility toward them 
which transcends any individual opin- 
ion of what may be carelessness on their 
part. In consequence we have a regular 
system of follow-up notices when cheques 
have not been cashed, and in the com- 
paratively few cases where these do not 
produce results we resort to individual 
attention and correspondence. 

I think that one of the chief sources 


of unclaimed dividends and of irritation 
to shareholders is the setting up of 
rigid rules by which clerical employees, 
who are not permitted to exercise judg- 
ment and thus do not display initiative, 
are required to handle requests for du- 
plicate cheques and other such matters. 
There may also be a tendency to insist 
upon adherence to requirements dicta- 
ted by legal technicalities rather than a 
desire to simplify matters for the share- 
holder and a willingness to accept rea- 
sonable business risks. 

There are still cases where share- 
holders are requested to complete for- 
midable legal documents before they 
can obtain duplicates of cheques for 
small amounts. Our own practice, which 
has now been in force for many years, 
is to issue a duplicate cheque immedi- 
ately without any formality whatsoever 
when the shareholder has stated that he 
did not receive the original. When the 
shareholder indicates that the cheque 
has been lost or destroyed after receipt, 
we feel it is good psychology for us to 
require some special action on his part, 
and imprint upon the back of the cheque 
a brief form of indemnity which he 
must sign before the cheque is negoti- 
ated. 


Formalities and Exceptions 


There are, of course, exceptional cases 
in which the amount is unusually large 
or circumstances indicate caution. These 
are handled on an individual basis by 
a responsible officer. 

We do have cases where both the or- 
iginal and the duplicate are negotiated, 
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but are satisfied that these are inadver- 
tent rather than intentional and we have 
never experienced any loss in this con- 
nection, nor do we know of any case 
where a negotiating bank has been vic- 
timized. This does not include cases of 
forged endorsements, against which no 
formalities in connection with issue of 
a duplicate would prevail. Perhaps the 
answer to this is that corporate share- 
holders, although often unbusinesslike, 
are, by and large, responsible, and most 
of them negotiate their cheques through 
their own bank accounts. Duplicate 
cheques in their favor may, therefore, 
be issued with less formality than those 
for certain other payments. The risk in- 


Because we work 
around the 


CHECKS ARE 
COLLECTED FASTER 


% as Ys: 3) 





x< 


~ THE NATIONAL CITY 
BANK of Cleveland 


aL 
{1845} 623 Euclid Ave. 


1025 














volved in what may appear to be a 
casual procedure seems to be fully offset 
by the simplification of our own rou- 
tine, and | think our shareholders appre- 
ciate the promptness and lack of special 
requirements. 

Any large body of shareholders is 
likely to include eccentric persons and 
those whose actions are dictated by 
reasons best known to themselves. It is 
in such cases that we experience the 
greatest difficulty and often find that 
considerable persuasion and ingenuity 
are required to obtain presentation of 
the cheques. I can recall one case where 


an elderly lady became convinced that 
acceptance of dividends was contrary to 
a biblical injunction against usury. We 
felt that we must respect her beliefs, but 
the situation was difficult. By turning up 
previous correspondence with her we 
found that she had at one time attempted 
to transfer the shares to a sister and 
was apparently discouraged by a rou- 
tine requirement for guarantee of signa- 
ture. We suggested that she might wish 
to carry out her previous intention and, 
in due course, the shares were entered 
in the name of her sister, who was quite 
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Cash on Hand and in Banks ‘ 
United States Government Securities 
State, Municipal and Other Securities 
Stock of the Federal Reserve Bank 
Loans and Discounts . 

Bank Premises ‘ 

Other Real Estate 

Other Assets ‘ 


Capital Stock 
Surplus . . 
Undivided Profits 


DEPOSITS 


Commercial and Savings 
Estates and Corporate Trust 


Accrued Taxes, Interest, etc. 


Other Liabilities 
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ASSETS 


LIABILITIES 
$  20,000,000.00 


$1,289,231,598.96 
37,080.831.28 
Total Deposits 1,326,312,430.24 
soe 13,087,304.45 
2,665,328.48 
$1,439,854,362.65 


United States Government Securities carried at $126,779,836.10 are pledged to secure U. S. Govern- 
ment Deposits and other Public Funds and for other purposes as required or permitted by law. 





Assets are shown NET after deducting Valuation Reserves. 
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727,234 SAVINGS AND CHECKING DEPOSITORS 


Member: Federal Deposit Insurance Corporation 


$ 224,660,943.40 
339,517,706.26 

101,010,966.90 

2,550,000.00 

762,516,537.23 

3,236,392.10 

sr) el aw CSAy 1.00 
oe a oe 6,361,815.76 
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65,000,000.00 
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Immediate Attention the Ke, 


Another interesting case concerned 
the holder of a small number of shares 
who is a member of one of the long since 
deposed Royal houses of Europe. Sub. 
sequent to World War II we lost touch 
with her, but finally through examina- 
tion of old cancelled cheques were able 
to write to a highly regarded firm of 
private bankers in Europe for assistance, 
They informed us that our shareholder 
was their client and that she was still 
a‘ive but that they had strict instructions 
not to disclose her address or to forward 
any communication to her. They were, 
however, prepared to accept payments 
for her account. Thus our problem, if 
not the mystery surrounding the Royal 
lady, was solved. Incidentally, if any of 
you see in this a clue to a well-known 
Broadway play, the lady’s 
“Anastasia.” 


name is not 


In cases where there appears to he 
a definite tendency on the part of the 
shareholder to hold cheques for extended 
periods, or when lost and_ mislaid 
cheques are frequent, we have often 
found that a tactful suggestion that divi- 
dends be paid to a bank for their ac- 
count removed the difficulty. 

An outstanding dividend cheque pay- 
able to a person who has since ceased 
to be a shareholder merits special and 
immediate attention, as the payee will 
no longer have reason to advise any 
change in his address. 

In the whole problem of keeping in 
touch with shareholders whose recorded 
addresses are no longer useful and in 
obtaining presentation of outstanding 
dividend cheques, we have received in- 
valuable assistance from banks through 
whom previous cheques had been nego- 
tiated. Our own system of nearly 800 
branches is, of course, our first resort in 
this respect and we have always found 
other banks in Canada, the United States 
and Europe most willing to help. It is 
important, however, not to allow too 
much time to elapse before instituting 
investigations. 


A A A 
First LADY OF EXCHANGE 


@ Mrs. Margaret Kennedy in September 
became the first woman to have her name 
included in the name of a New York 
Stock Exchange member firm. From now 
on the partnership will be known as 
Lubetkin, Regan & Kennedy. Mrs. Ken- 
nedy is a mutual funds consultant for 
many investment organizations and since 
1949 has addressed women’s clubs and 
civic groups in forty states: 
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Comparative Study of Fees 


FOR CORPORATE FIDUCIARY AND SIMILAR SERVICES 


FRANCIS M. SMITH 


Vice President, Bank of America N. T. & S. A., Los Angeles, Cal. 


HEN INDIVIDUALS ARE NAMED TRUS- 
Wie under wills by testators or 
appointed guardians of sizable estates 
of incompetent persons, at the behest of 
family members, friends or the ward 
himself, the result many times is more 
expensive than would be the case if a 
bank were named because the courts 
will allow individuals acting as trustee 
or guardian to employ specialists to as- 
sist them in the administration of the 
estate notwithstanding the added cost. 
In the majority of these cases there is a 
mistaken idea that the individual will 
do the job cheaper, although in other 
cases, because of intimate knowledge of 
the testator’s or ward’s affairs, it is felt 
that the individual will do a better job. 

When there is an individual trustee or 
guardian, the court will approve ex- 
penditures for the employment of invest- 
ment counsel, accountants, real estate 
managers, etc., and in addition will al- 
low a fee to the trustee or guardian. 
Admittedly, the court will take these 
payments into account when passing 
upon the amount of the fee for the indi- 
vidual fiduciary, but most certainly the 
aggregate will be more than will be al- 
lowed to a corporate trustee for the 
same services in one package. 


Comparison of Related Services 


While the modern corporate trustee 
has all of the facilities and skills at its 
command for the efficient administration 
of the trust or guardianship, notwith- 
standing the nature or extent of the as- 
sets. an individual acting in a fiduciary 
capacity, if reasonably prudent, will em- 
ploy specialists to assist him in all phases 
of his work. A brief description of the 
services he will need will be of interest. 


-Common Trust Funds and 


Mutual Funds 


Basically, common trust funds and 
muiual funds are similar in that both 
pro: ide a means to obtain. through pool- 


a 





Th's article is based upon a thesis accepted in 
1956 by. the Graduate School of Banking at Rut- 
gers ‘Jniversity. 


OctoBer 1957 


ing of funds of many investors, greater 
diversification, better management, and 
continuous supervision of investments. 
Income from common trust funds is 
free from the double taxation suffered 
by corporations. Although regulated in- 
vestment companies are typically corpo- 
rations, if properly handled, the income 
therefrom for all practical purposes is 
also free from such double taxation. 


Many mutual funds have excellent 
records of conservatism, growth and 
continuity of income. They are not all 
alike because their objectives differ. 
Some seek a high and dependable in- 
come, others strive to produce reason- 
able income with long-term capital ap- 
preciation; there are growth funds, bal- 
anced funds, bond funds, stock funds, 
speculative funds, specialty funds and 
single-industry funds. 

The use of mutual funds for trust in- 
vestment is considerably more costly 
than common trust funds. Corporate 
trustees have been reluctant to buy mu- 
tual funds even where permitted by law 
because there is some question whether 
a trustee is acting prudently when he 
presumably delegates his investment 
authority to others by buying investment 
fund shares. Furthermore, there is the 
double management expense to be con- 
sidered. On the other hand, it may be 
more economical in a small trust to use 
this medium when a common trust fund 
is not available and individual trustees 
may not have the investment informa- 
tion ordinarily available to corporate 
trustees. 


Accounting and Tax Counselling 


Accountants have a very definite 
place in the picture as far as trustees 
and guardians are concerned. The in- 
creasing complexities of taxes of all 
kinds, the maze of regulations, the va- 
riety of deadlines and the avalanche of 
paper work to properly disclose tax lia- 
bilities have emphasized their role. In- 
terpretation of tax laws, of course, is 
the function of the legal fraternity and 


the ethical accountant will not infringe 
thereon. Individual trustees and guard- 
ians almost invariably employ account- 
ants for tax work and corporate fiduci- 
aries likewise use them particularly 
when they had been employed by the 
decedent or ward during lifetime and 
competency or where there is a business 
held as an asset. 


Investment Counselling 


The investment counsel profession is 
one of the youngest in the financial 
world. Large brokerage firms maintain 
investment advisory departments and 
research staffs and while they do not 
call themselves investment counsel, they 
nevertheless perform most of the func- 
tions that an investment counselling or- 
ganization performs. However, the true 
investment counsel has no ties with the 
brokerage business and receives no com- 
mission or profit from sales or purchases 
of securities other than the direct fee 
from his client. 


The investment counsellor’s sole func- 
tion is the furnishing of investment ad- 
vice. A capable advisor will plan an in- 
vestment program for his client to suit 
his particular needs and objectives. He 
will not and cannot guarantee against 
loss any more than a trust company 
could, but because of experience and 
facilities, he is able to do a better job 
than the client on his own. The conserv- 
ative investment counsel will follow 
much the same investment policy as a 
trust company, while others in an effort 
to appeal to investors looking for capital 
appreciation, will be inclined to be more 
speculative. Investment counsel have no 
responsibility of custodianship nor do 
they perform any of the numerous func- 
tions required of the corporate trustee. 


Real Estate Management 


The present form of real estate man- 
agement is distinctly a modern develop- 
ment. Individual fiduciaries who do not 
have the facilities for property manage- 
ment of necessity often employ a realtor 
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for this purpose. The modern trust com- 
pany is fully equipped to perform all of 
the services required to manage all 
forms of real and personal property. 


Business Management 


It is difficult to compare business 
managers with fiduciaries. As we know 
them in California, business managers 
have a clientele engaged for the most 
part in the entertainment industry. The 
profession was started to assist actors, 
producers, directors, writers and others 
in the handling of their financial and 
personal affairs, including budgeting 
salary to insure payment of living ex- 
penses, income taxes and, if possible, 
accumulation of a “nest egg.” Their ser- 
vices also have developed to the point 
that they are called upon constanily on 
all kinds of intimate personal family 
problems. 


When a client accumulates property, 
either through the efforts of the busi- 
ness manager or otherwise, services are 
sometimes rendered in the management 
of the property. In addition, if the 
manager is a licensed real estate broker, 
he may charge for leasing and selling 
the property at regular Realty Board 
rates. If the property consists of stocks, 
bonds, etc., some will charge a percent- 
age of the gross income from all sources, 
while others will confine their charges 
to a fee based on only their client’s 
compensation for personal services plus 
gross income from real estate. 


The business manager may some- 
times have a client in the en‘ertainment 
industry who is trustee under a testa- 
mentary trust or guardian of the estate 
of an incompetent person. He then may 
charge a special fee for keeping ac- 
counts, preparing tax returns and giv- 
ing investment advice. 


Miscellaneous Related Services 


Artists’ agents primarily find employ- 


ment for their clients and guide them in 
their careers. Some agents, however, go 
far afield in the service rendered to 
their people. For example, they may 
prepare income tax returns, advise on 
investments, collect and disburse income 
from sources other than employment and 
manage property. The astute agent will 
employ others to render these services 
rather than maintain the organization 
necessary for these purposes. Some will 
absorb the cost out of their commission 
on the artists’ salaries, while others will 
have their clients pay extra. 

Business opportunity brokers sell and 
lease property, collect rent, and gener- 
ally do other necessary things in con- 
nection with a business, business oppor- 
tunity or interest therein. 

Members of the New York Stock Ex- 
change advertise that they will render 
in an agency account, with no charge, 
the same custody services that a trust 
company renders. They rely on broker- 
age commissions to offset their expense 
of acting in this capacity. 

And, of course, insurance companies 
offer options and now variable annuities. 


Rates of Compensation 


In some states, fees of testamentary 
trustees and guardians are regulated by 
statute. Here in California, that deter- 
mination is made by the courts. Their 
rules vary in different areas of the 
state. In the Los Angeles and San Fran- 
cisco areas, the allowance ranges be- 
tween one-half and three-fourths of one 
per cent of the value of the corpus per 
year. All areas allow a distribution fee 
of about one per cent of the reasonable 
value of the trust or guardianship estate 
distributed, depending upon the work to 
be done in that connection. 


— Accountants 


In the accounting profession particu- 
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larly, there is no such thing as a stand. 
ard fee because of differences in sizes of 
communities and varying rates through. 
out the country. In the other related 
services, some semblance of consistency 
is evident so that at least an ave age 
may be ascertained. 

Per diem fees by accountants for ac. 
tual time devoted to an engagement vary 
according to the personnel assigned to 
the job by the accounting firm, but in 
California range from $4.00 to $12.50 
per hour for juniors, $5.50 to $15.00 
per hour for seniors and $10.00 to 
$25.00 per hour and up for principals 
and partners. Most firms favor the per 
diem method since quite naturally time 
is the most important thing to an ac- 
countant. The main objection is that 
the emphasis is on time rather than the 
nature, quality or value of the services. 
Because of its nature, involving pressure, 
overtime, etc., accountants usually 
charge about ten per cent more than 
their usual rates for preparation of tax 
returns, with a minimum of $25 for any 
return. 

Fixed (or flat) fees are charged on 
occasion for an entire engagement and 
arranged with the client in advance of 
the work. Contingent fees for account- 
ants are prohibited by the various Rules 
of Professional Conduct for accountants 
except in connection with tax matters. 

Retainer fee arrangements are made 
on rare occasions normally with corpo- 
rations and are usually payable monthly 
or quarterly. The fee covers certain 
specified services such as tax returns, 
periodic reports and auditing, confer- 
ences and fiscal year-end work. Any 
work not covered by the contract would 
be compensated separately. 


— Investment Counsel 


Here again, the fees of this related 
service are not consistently standard 
throughout the country. However. the 
generally accepted rate is one-half of 
one per cent of the value of the port- 
folio per annum. Some counsel, in addi- 
tion, charge a setup fee which is usually 
about $1.50 per thousand dollars. 

It should be remembered that 
investment counsel’s sole function is the 
giving of investment advice. The client 
must also arrange for accounting. tax 
work and custody at his own expense. 
He may be able to obtain free custody 
service from a broker or at a nominal 
charge from a bank. 


the 


— Management of Mutual Funds 


Management of a trust companys 
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common trust fund entails no fee nor 
expense (except for auditing in some 
cases) other than the regular fee paid 
by each trust or guardianship in which 
the units are held. On the other hand, 
ownership of mutual funds involves the 
ayment in most instances of acquisition 
costs called “loading charges,” and man- 
agement fees. While the “loading 
charge” exceeds normal brokerage com- 
missions ranging from six to nine per 
cent of the net asset value, in all fair- 
ness it must be said that it is about the 
same as the total buying and selling 
commission, and there is usually no 
charge on the redemption of mutual 
fund shares. 


The annual management fees range 


Ffrom 0.27 per cent to 1.49 per cent with 


an average of about 0.73 per cent of 
the net asset value.1 


— Real Estate Management Firms 


Realty Boards throughout the country 
have established recommended minimum 
rates. Services include general care and 
supervision, payment of taxes and 


other charges, collection of rents and 


rendering monthly detailed statements. 
On the average, the charge is about five 
per cent of the gross income. 


In addition, the real estate firm re- 
ceives commissions for leasing the prop- 
erty ranging from three per cent to five 
per cent of the total rental for the term 
depending upon the nature of the prop- 
erty. 


— Business Managers 


Business managers usually receive a 
fee of five per cent of the gross salary 
of the client with a minimum of $100 
per month. This fee covers collection of 
compensation, budgeting to insure pay- 
ment of expenses, preparation of income 
tax returns and advising on investment 
matters. If travel is involved, most busi- 
hess managers charge an additional sum 
of a minimum of $100 per day plus liv- 
ing expenses. The business manager usu- 
ally applies the same rate for the man- 
agement of any property, namely five 
per cent of the gross income therefrom. 


Business managers are expected to 
render continuous services for the mini- 
mum monthly fee although the client 
may be out of work for a considerable 
length of time. 


— Miscellaneous Services 


Artists’ agents generally receive ten 
per cent of the gross salary of the artist. 


Staniey D. Ryals and David F. Cox, Investment 
Trusts and Funds, Arco Publishing Co., Inc., New 
York, 1954, p. 23. 
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As in the case of the business manager. 
there will be lean periods when the 
client is not working but is expecting 
service. 


On most types of life insurance, the 
commission paid to the agent is about 
fifty per cent of the first year’s premium. 
In addition, the annual premium covers 
not only the actuarial risk, but also man- 
agement expenses and unforeseen con- 
tingencies.* 

As an example of comparative annual 
rates for investment management ser- 
vice only, per $1,000 of assets, one 
writer listed the following: 

Insurance companies __. $2.50 to $10.00 
Savings banks __.______ $4.00 to $ 5.00 
Investment trusts at least $ 5.00 
British investment trusts $ 4.50 
Investment counsel ____ $5.00 to $10.00 


Average fees for trust 
services 


$2.00 to $ 2.50 


He stated that this is significant when 
it is realized that insurance companies, 
savings banks and investment trusts have 
no problems such as interpretation of 
agreements and contacts with benefici- 
aries, not to mention liability and _ re- 
sponsibility.* 


Application to Specific Examples 


A comparison of fees for related ser- 
vices took place in an actual court pro- 
ceeding some time ago in Los Angeles 
County. A corporate testamentary trus- 
tee requested an annual fee at the usual 
rates prevailing at the time it filed its 
annual account. When objections were 
filed by a beneficiary to the effect that 
the fees were excessive, the trustee pre- 
sented testimony of an accountant, an 
investment counsellor, a tax man and a 
real estate management agent. Each was 
asked to relate the amount he would 


2John A. Straley, What About Mutual Funds?, 
Harper & Brothers, New York, 1954, p. 140. 
8Victor R. Graves, Compensation for Personal 
Services in Trust Administration, Graduate School 
of Banking, 1938, pp. 31-32, 


charge an individual trustee for the par- 
ticular service rendered by the corpo- 
rate trustee with which each witness was 
familiar, assuming similar assets. The 
result was that the four individuals com- 
bined would have charged an individual 
approximately four times the compensa- 
tion requested by the corporate fiduci- 
ary. Following this testimony, the ob- 
jections were withdrawn and the pro- 
ceedings were promptly terminated.* 


On a recent occasion, we became ex- 
ecutor of the estate of a decedent who 
had been acting as individual trustee of 
two testamentary trusts created under 
the wills of members of his family. Since 
our duties as executor included account- 
ing for these trusts to the date of the 
decedent’s death, we had an opportunity 
to examine the accounts that had been 
filed with the court in the past. 


One of the trusts had a value of ap- 
proximately $154,000 and the gross in- 
come for the year amounted to $8,763. 
Fees were allowed by the court to in- 
vestment counsel, accountant, etc., of 
$2,211, exclusive of the trustee who 
waived compensation. A corporate trus- 
tee would have received approximately 
$1,125. 

The other trust had a value of approx- 
imately $313,000 with gross income, in- 
cluding rentals, of about $16,000. Fees 
were allowed exclusive of a fee for the 
individual trustee which was not re- 
quested, for investment counsel, account- 
ing services, etc., of $3,423. The fee 
which a corporate trustee would have 
requested for an account of this size 
would have been approximately $2,300. 


As hypothetical examples, we might 
choose two accounts which could either 
be testamentary trusts or guardianships, 
since the problems of administration, 


‘Harry M. Bardt, “Flexible Compensation, A 
Fair Wage for Trusteeship,’’ TRUSTS AND ESTATES, 
February, 1949, Vol. 88, No. 2, p. 81. 
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fee rates and methods of obtaining com- 
pensation are somewhat similar. 


In our first example, we will assume a 
testamentary trust or guardianship with 
no particular problems with a total as- 
set value of $100,000, all consisting of 
personal property. In our second ex- 
ample, we have a testamentary trust or 
guardianship valued at $200,000 invest- 
ed three-fourths in securities and one- 
fourth in income producing real estate 
with gross rentals of $6,000 per year. 
The individual trustees would probably 
employ accounting services, investment 
counselling, custody of securities and 
real estate management. 


Applying the rates mentioned previ- 
ously to our first example based upon 
time studies for the accountants’ time, 
we have comparative annual fees of 
$1,075 for an individual fiduciary not 
including a trustee’s or guardian’s fee 
and $750 for a corporate fiduciary. In 
the second example we have compara- 
tive annual fees of $1,575 for related 
services plus compensation for an indi- 
vidual fiduciary as against $1,500 for a 
corporate trustee or guardian. 

The amount of compensation to be 
paid to an individual trustee or guard- 
ian in these examples was discussed at 
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length with a Los Angeles County Supe- 
rior Court Probate Commissioner. in 
the first example, it was felt that a fee 
of $250 would be proper and in the sec- 
ond, $500. This would mean that con- 
servatively, the total expense for com- 
pensation in the first example would be 
$1.325 and in the second, $2,075, as 
compared with $750 and $1,500 for a 
corporate fiduciary or a difference of 
more than $500 per year in each in- 
stance. 


One Neat, Economical Package 


While there may be some reluctance 
to use the word “profession” when 
speaking of trust work, the highest 
standards of quality and service have 
been established by corporate fiducia- 
ries. These standards are closely defined 
by professional codes of ethics similar 
to those applied to the practice of law 
or medicine. Contrasted to this situation 
is the difficulty encountered by laymen, 
even with the assistance of related ser- 
vices, in being impartial and uninflu- 
enced by self interest. 


The investment counsel, accountant 
and real estate manager do not assume 
the same degree of liability and respon- 
sibility as the corporate fiduciary. We 
must face responsibilities and liabilities 
not only to existing persons, but also to 
those not even born! To enable us to 
offer all of the services required for 
the proper performance of our work, 
we are expected to furnish the steel. 
brick and mortar, the vaults, the files, 
the bookkeeping machines and the man- 
power necessary to equip our institu- 
tions. The cost of these items may be 
measured without difficulty in terms of 
cost per trust. It becomes more difficult 
to measure in dollars and cents the lia- 
bility and responsibility assumed and 
the years of experience required to form- 
ulate decisions and execute the sound 
judgment and discretion of an impartial 
corporate trustee. For our services and 
experience we expect fair and adequate 
compensation. 


Few individuals are able to give the 
matter the time and attention that is 
required even if other services are em- 
ployed to assist in the ministerial matters 
necessary. The individual cannot be 
compared with the corporate entity when 
matters involving discretion or judg- 
ment are concerned, because the corpo- 
rate fiduciary has the benefit of group 
judgment in the form of committees. 
Individuals do not have the financial 
responsibility to assume the liability 
often imposed upon them while acting 





as fiduciary, notwithstanding the fact 
that there may be a surety bond required 
by the court, or public liability or other 
forms of insurance and for which the 
individual trustee or guardian is not 
in a position to pay. There is no such 
problem with a corporate fiduciary with 
the entire resources of the institution 
available for its purposes. 


The package deal offered by the cor. 
porate fiduciary is substantially cheaper 
than the cost to the trust or guardian. 
ship where there is an individual trustee 
or guardian. We think that the advan. 
tages of having a corporate fiduciary 
far outweigh any possible disadvantages, 
The only important disadvantage is the 
possible feeling that the corporate trus- 
tee may not be familiar with the affairs 
of the decedent or ward. This may be 
offset by the use of an individual co. 


A AA 


Proving Trust Ledgers 


The methods of proving the trust and 
trust asset ledgers in use at First Se- 
curity Bank of Utah, Salt Lake City, was 
described to a NABAC group recently 
by the bank’s auditor Frank E. Walker. 
It has four steps: 


1. Prepare a statement of condition 
from the condensed trust ledger. 


2. Make adding machine runs on 
proof sheets by trust category, proving 
into the control on each classification as 
to income, principal, and investments. If 
the previous postings are accurate, each 
control for each class of trust will prove 
out. The trust ledgers will be in balance. 


3. Make adding machine runs on 
proof sheets by totals on each trust from 
the asset cards to prove to the total of 
assets held by each trust as reflected by 
T totals on the ledger sheets by ac- 
count numbers. The trust number is 
shown in non-ad for every T total. If 
the sum of these does not equal the con- 
trol for that trust category, comparing 
the T totals with the ledger sheets on in- 
dividual trusts will determine which 
trust is out of balance; vertification of 
the postings to that trust for the previous 
period will disclose what happened. 


4. After the asset cards are balanced, 
check the securities themselves (filed by 
trnust numbers in the vault and under 
dual control) against the cards, eli- 
minating one trust at a time against the 
previous totals for that trust. 


A A A 


@ The 39th Mid-Winter Trust Confer- 
ence of the American Bankers Associa- 
tion will be held in New York Feb. 10-12. 
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STATES 


CALIFORNIA 


Charles F. Kassebaum promoted to 
vice president and trust officer, suc- 
ceeding Roger M. Bone who retired 
after 33 years of service. Kassebaum 
is a past president of the Southern California Trust Officers 
Association, has been with the company since ’28, and has 
been assistant vice president and trust officer since 1952. 


Pasadena 
First WESTERN 
BANK & TrRusT Co. 


Lewis B. Maier promoted to asst. vice 
president and trust officer; Alfred T. 
Hartwell, Jr., Robert E. Fairfax to 
trust officers. 


Los Angeles 
UNION BANK 
& Trust Co. 


CONNECTICUT 


W. Alan Watkins, former treasurer 
and trust officer, elected president; 


New Haven 
AMERICAN BANK 


& Trust Co. Charles E. Van Dine became vice 
president and treasurer. 
FLORIDA 
} Orlando Roy E. Morrison named asst. trust 
| First officer. He is a graduate of U. of 


NATIONAL BANK Florida with a B.S. B.A. degree. 


ILLINOIS 
Chicago Peter F. Kaufman, trust officer, desig- 
MERCANTILE nated chief administrative officer of 


NATIONAL BANK the trust department. Kaufman came 
to the bank in 1947, prior thereto hav- 


ing been with the United States Postal Inspectorate Staff. 


INDIANA 


O. Wayne Schneider appointed asst. 
trust officer. He was formerly with 
UNION NATIONAL BANK of Pittsburgh. 


Muncie 
MERCHANTS 
NATIONAL BANK 


MASSACHUSETTS 
Cambridge Dexter Newton, formerly with the 
HARVARD Boston investment house of H. P. 
Trust Co. Nichols, Ine., elected an asst. invest- 
ment officer of the trust company. 
MICHIGAN 
Hancock Bernard Orella, formerly cashier and 


SUPERIOR NATIONAL trust officer, 
BANK & Trust Co. 


named executive vice 
president and trust officer. 


NEBRASKA 
Omaha Howard Kennedy became a trust offi- 
FIRST cer of the bank, having left the law 


NATIONAL BANK firm of King, Haggart and Kennedy 
where he has practiced since 1935. 
¢ Past chairman of the Omaha Parks and Recreation Commis- 
sion, Kennedy now serves as chairman of the Health Council 


of the United Community Services. 





a 


* Cuas. F, KASSEBAUM 
Pasadena 


PETER F. KAUFMAN 
Chicago 


Omaha 
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HOWARD KENNEDY 


TRUST PERSONNEL CHANGES 


NEW HAMPSHIRE 


F. Weston Wentworth elected to the 
newly created position of estate plan- 
ning officer. He was formerly trust 
officer of the HERKIMER COUNTY 
Trust Co. of Little Falls, New York. 


Nashua 
INDIANA HEAD 
NATIONAL BANK 


NEW YORK 


Robert S. Scheu advanced from trust 
investment officer to vice president, 
and will be in administrative charge 


Buffalo 
MARINE TRuST Co. 
OF WESTERN 


NEW YORK of the bank’s investment counsel ser- 
vice, also continuing to assist in trust 
investment work. 

New York William H. Moore, 42-year-old execu- 

BANKERS tive vice president, has become chair- 

TRUST Co. man of the board and chief executive 


officer succeeding S. Sloan Colt, who 
retired. E. Chester Gersten, vice chairman of the board, also 
retired October first. Both will remain on the board. 
Moore, a graduate of Yale, joined the bank in 1938. He is 
director of a number of corporations, is currently on 
the Committee of Managers of the Morristown (N. J.) 
Memorial Hospital, and trustee of St. Paul’s School, Con- 
cord, N. H. 


New York 


CHEMICAL CORN 
EXCHANGE BANK 


New York James W. Toren advanced to vice 
City BANK president with the investment depart- 
FARMERS TRUST Co. ment of the pension trust division. 


Ralph Farrington appointed personal 
trust officer, and Raymond W. Moore 
named corporate trust officer. 


NORTH CAROLINA 


Greensboro & Raleigh R. C. McElroy, Jr., formerly trust in- 
SECURITY vestment officer in the home office in 
NATIONAL BANK Greensboro, transferred to the Raleigh 

branch where he will be trust officer 
for the trust department’s office in that city. He is a grad- 
uate of U. of North Carolina with a B.S. Degree in Com- 
merce. 


Robert I. Reed, formerly with CLEARFIELD TRUST Co., Clear- 
field, Pa., elected a trust officer in charge of the High Point 
office, Reed is a graduate of U. of Pennsylvania and Dickin- 
son School of Law. 

Charles T. Kivett and Philip B. Magruder, Jr., designated 
asst. trust officers. 


OHIO 
Cleveland Thomas D. Johnston promoted to asst. 
CLEVELAND trust officer. A Harvard Law School 
Trust Co, graduate with an L.L.B. Degree in 


1955, Johnston joined the bank in 
1956 as a trust representative in the estate planning division. 





ROBERT S. SCHEU 
Buftalo 


WILLIAM H. Moore 
New York 


JAMES W. TOREN 
New York 
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R. C. McELRoy, JR. 
Greensboro 





Cleveland 
UNION 


COMMERCE BANK 


ROBERT T. REED 
High Point 


Four advanced to asst. trust officers 
are: James C. Cox, Eric Gray, David 
Kay and Ralph V. Thoma. Respec- 


tively, they are graduates of Western 


Reserve and John Marshall Law School; Harvard U.; Colum- 
bia U. Law School, and John Carroll U. (master’s degree). 


Stillwater 
FIRST 


NATIONAL BANK 


Greensburg 
BARCLAY-WEST- 


OKLAHOMA 


V. M. Thompson, Jr., has been elected 
vice president and trust officer suc- 
ceeding W. L. Lahman (retired) who 
held that title since 1929, but who re- 
mains on the board. 


PENNSYLVANIA 


John E. Gleeson has recently resigned 
as trust officer of WESTERN PENN- 


MORELAND TRUST CO. SYLVANIA NATIONAL BANK of McKees- 


port to become vice president and 


trust officer of Barclay-Westmoreland. George A. Hoop, Jr. 
was elected trust officer. 


Kennett Square 
NATIONAL BANK 
& Trust Co. 


Pittsburgh 


MELLON NATIONAL 
BANK & TRUST Co. 


Walter G. Emmott promoted to trust 
officer. Harold E. Schoonmaker ap- 
pointed trust officer. Schoonmaker was 
formerly trust officer with NATIONAL 
City BANK of Troy, New York. 


Richard W. Bosworth and Crawford 
J. Conrad appointed vice presidents in 
the trust department. Bosworth joined 
Mellon in 1950 as a trust investment 


officer. Conrad started his banking career in 1937 in the trust 
investment division of Union Trust Co., which merged with 


Mellon. 


Charleston 


SouTH CAROLINA 
NATIONAL BANK 


SOUTH CAROLINA 


Robert P. Edmunds, Jr. promoted to 
vice president and state-wide general 
trust officer, continuing to make his 
headquarters at Charleston where he 


RICHARD W. BOSWORTH 
Pittsburgh 


CRAWFORD J. CONRAD 
Pittsburgh 


Charleston 


will direct the bank’s trust departments throughout the State. 
Mr. Edmunds joined the bank in 1927 and served as vice 
president and trust officer before being elected regional vice 
president for the eastern district, in which post he is now 
succeeded by John W. Hyde. W. W. McEachern, president, 
pointed out the South Carolina’s trust assets are now the 
largest in the State. 


Spartanburg 
PIEDMONT 
NATIONAL BANK 


Nashville 
THIRD 
NATIONAL BANK 


San Antonio 
ALAMO 
NATIONAL BANK 


Bristol 
DOMINION 
NATIONAL BANK 


Toronto 
MONTREAL 
TRUST Co. 


Huntington 


E. Clifton Lancaster promoted to 


senior vice president and continues as | 


cashier and trust officer. 


TENNESSEE 


Clifford J. Harrison, Jr., appointed 
asst. trust officer. 


TEXAS 


Clyde Shannon, vice president since 
1955, elected president; Reagon Hous- 
ton will continue as chairman. 


VIRGINIA 


O. Roland Galliher, Jr., elected trust | 


officer. 


CANADA 


J. L. Brown advanced to manager of 
the taxation division, estates and 
trusts department; D. H. Smele to 
manager of the corporate trust de- 
partment. 


WEST VIRGINIA 


Woodrow Smith named cashier and F 


HUNTINGTON TRUST trust officer. 


& SAVINGS BANK 





MERGERS, CHANGE OF TITLE 
and NEW TRUST POWERS 


Phoenix, Ariz. — Merger of the BANK 
OF ARIZONA, Prescott, into First Na- 
TIONAL BANK OF ARIZONA, Phoenix, be- 
came effective September 13th, under 
charter and title of the latter, as previ- 
ously reported p. 947 Sept. T&E. 


Los Angeles, Riverside & San Diego, 
Cal. — Boards of directors are in agree- 
ment on basic terms for merging CITI- 
ZENS NATIONAL TRUST & SAVINGS BANK 
of San Diego, and SECURITY-FIRST NaA- 
TIONAL BANK of Los Angeles, to create 
the second largest bank in the nation 
outside of New York City, with resources 
nearly $3 billion. (Bank of America N.T. 
& S.A. is first.) This is subject to ap- 
proval of stockholders and supervisory 
authorities. 
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Mesers. Allen and Davis, top officials of 


New Haven, Conn. — The consolida- 
tion of First NATIONAL BANK & TRUST 
Co. and the NEW HAVEN BANK, N.B.A., 
to create First NEW HAVEN NATIONAL 
BANK, became effective at close of busi- 


new bank in New Haven. 


ness September 27. As reported in our 
columns last month, Joseph H. Allen, 
formerly president of First National, is 
chairman of the board and chief exect- 
tive officer, and Abbott H. Davis, for- 
merly New Haven president, is president 
of the new bank. 


William G. Cleaver, senior vice presi 
dent, continues in charge of the trust 
department of the consolidated bank with 
assets now well in excess of $130,000, 
000. Administrative facilities are located 
at the main office at 42 Church Street 
and at 809 Chapel Street. Trust depatt- 
ment vice presidents include John F. 
English, administrative assistant to Mr. 
Cleaver; Miss Grace E. Bourne, i 
charge of estate settlements; Phel?s 
Lewis, in charge of the department’ 
investment section; and Donald F. Brat- 
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ley, in charge of trust customer rela- 
tions. Donald B. Myers, vice president, 
is in charge of the trust department at 


| Chapel Street office, assisted by Vinton 
| H. Jones, trust officer, and Kenneth A. 


Smith and F. Donald Sperry, asst. trust 
officers. Sanford H. Peterson is invest- 
ment officer at the Chapel Street office. 

Other trust officers at the main office 
include: Eldredge P. Munroe and Chester 
G. Elioason, asst. vice presidents; Paul 
C. Benson, trust officer; and William B. 
Gumbart, Jr. and Richard L. Rice, asst. 
trust officers. 

The First New Haven has offices in 
nine locations in southern New Haven 
County, including branches in East 
Haven, West Haven, Hamden, Milford 
and Devon. This is the city’s and the 
county’s largest commercial bank, rank- 
ing fourth in the State. 

Hutchinson, Kans. — Consolidation of 
AMERICAN NATIONAL BANK and_ the 
HuTcHINSON STATE BANK became ef- 
fective September 6 under the title 





TRUST OPERATIONS MAN 


Progressive bank in large Texas City has 
outstanding opportunity for an experi- 
enced aggressive trust operations man in 
fast growing Trust Department. Must be 
experienced in handling personal and cor- 
porate trusts, tax work and supervision of 
personnel. Send detailed resume includ- 
ing previous position and responsibilities 
together with past and present salaries, 
also a picture. Your reply will be treated 
in confidence. 


Box H-710-1, Trusts and Estates 
50 East 42nd St., New York 17 
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TRUST OFFICER 


Wanted by medium-sized Trust Depart- 
ment in Michigan, Trust Officer capable 
of holding Number 2 position. Must have 
experience in Trust Administration in- 
cluding Taxes and Accounting. 


Box H-710-4, Trusts and Estates 
50 East 42nd St., New York 17 








TRUST OFFICER 





| in our 
. Allen, 
ional, is 
f execu- 
vis, for- 
resident 


2e presi- 
he trust 
ank with 
130,000,- 
> located 
h Street 
- depart- 
John E. 
t to Mr. 
irne, in 

Phelps 
ytment’s 
F. Brat- 


EstTATES 


WESTERN PENNSYLVANIA AREA 


Rapidly growing Pittsburgh area bank 
has an excellent opportunity for a Trust 
Officer with necessary background to de- 
velop new trust business. Graduate attor- 
ney with 5 years experience in estate 
analysis and trust sales desired. Original 
inquiry should include an outline of edu- 
cation, experience and expected salary. 

Box H-710-2, Trusts and Estates 

50 East 42nd St., New York 17 








INVESTMENT MAN 


Investment man with broad Wall Street 
experience seeks full or part time invest- 
ment connection with trust or estate. 
Thoroughly experienced all phases tax 
exempt bonds. Excellent knowledge of se- 
curities and markets. 


Box S-710-6, Trusts and Estates 
50 East 42nd St., New York 17 











Ocr OBER 1957 


HUTCHINSON NATIONAL BANK & TRUST 
Co., as previously reported p. 790 Aug. 
T&E. 

Andover & Methuen, Mass. — ANDOVER 
& MERRIMACK NATIONAL BANK of Haver- 
hill consolidated with METHUEN NATION- 
AL BANK, under the title MERRIMACK 
VALLEY NATIONAL BANK of Haverhill, 
with the Andover and Methuen offices as 
branches, 

Buffalo & Fredonia, N. Y. — MANU- 
FACTURERS & TRADERS TRUST Co., Buffalo, 
and. CITIZENS Trust Co., Fredonia, 
merged under charter and title of Manu- 
facturers. 

Charlotte, N. C. — Stockholders of 
COMMERCIAL NATIONAL BANK and of 
AMERICAN TRUST Co. will vote October 
15 to approve merger of the two insti- 
tutions under the name AMERICAN TRUST 
COMMERCIAL BANK. Addison H. Reese, 
president of American Trust, will be- 
come president and chief executive offi- 
cer. The merger would result in a bank 
with total resources over $250 million. 

Harrisburg & Steelton, Pa. — STEEL- 
TON BANK & TrRusT Co. merged with 
HARRISBURG TRUST Co. under the charter 
and title of the latter, and became a 
branch thereof. 

Montrose, Pa. — The name of FIRST 
& FARMERS NATIONAL BANK & TRUST 
Co. has been changed to COUNTY NaA- 
TIONAL BANK of Montrose. 

Wilkes-Barre, Pa. — Merger of FIRST 
NATIONAL BANK and the SECOND Na- 
TIONAL BANK became effective September 
14 under the title First-SECOND Na- 
TIONAL BANK & TRusT Co. 

Marion, S. C. — MARIon NATIONAL 
BANK has been granted trust powers. 

Abilene, Tex. FARMERS & MER- 
CHANTS NATIONAL BQNK has changed 
its name to First NATIONAL BANK. 


Barton & Burlington, Vt. — BARTON 
SAVINGS BANK & Trust Co. is scheduled 
to become a branch of HOWARD NATIONAL 
BANK & Trust Co. of Burlington as of 
December 1, stockholders already having 
approved. 


A A A 








EMPLOYMENT EXCHANGE 


Individuals seeking positions in trust 
departments may have free listing 
herein (maximum six lines). Re- 
spondents should address  corre- 
spondence to Code number shown, 
care of “Trusts and Estates,” 50 E. 
42nd St., New York 17, for forward- 
ing to applicant. 


Man, 33, M.A., B.S., economics, with 
seven years banking experience with 
supervisory agency and some investment 
and teaching background, seeks position 
in trust department. 78-2 








Trust officer, 31, with six years in 
administration, operations, taxes, invest- 
ments, and customer contacts, and one 
year commercial banking, desires con- 


nection with progressive bank offering 
advancement prospects. 78-5 


Trust Officer, Estate Analyst, 15 years 
trust new business and general trust ad- 
ministration. Top executive officer of 
trust department last 8 years. Location 
not a factor. Seeking better opportunity. 
79-2 

Security Analyst, 33, M.B.A., invest- 
ments and corporation finance, 8 years 
experience with investment counsel and 
one year in stock exchange house, seeks 
connection with progressive institution. 
79-3 


Insurance company investment officer 
for 11 years offers private placement ex- 
perience in the development of new trust. 
business. 79-4 
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OUTSTANDING OPPORTUNITY 


For Lawyer Or Trust Man With 
Writing Skill 


New York financial advertising and pub- 
lishing company is looking for a man who 
knows — 
the trust business and taxes that affect 
estates ; 


how to write creatively about these 
subjects, to promote the sale of bank 
trust services. 


The right man would have exceptional 
opportunity to exercise his talents and a 
well compensated future which includes 
profit-sharing, other benefits. 


Please send a resume, to be held in strict 
confidence. 
Box H-710-5, Trusts and Estates 
50 East 42nd St., New York 17, N. Y. 








EXPERIENCED TRUST MAN 


Large Metropolitan New York bank seeks 
trust man with extensive experience in 
investments and the administration of es- 
tates and trusts and also in new business 
development, including taxation, insur- 
ance, etc., essential to drafting estate 
plans. Age and salary open. 


Box H-710-7, Trusts and Estates 
50 East 42nd St., New York 17 








TRUST OFFICERS 


A leading N. Y. personnel agency that 
specializes in placing bank Trust Officers 
has a complete file of Administrators; 
Estate Planners; New Business Solicitors; 
Investment Officers; Security Analysts; 
Pension & Profit-Sharing exp.; and Trust 
Operations men. Resumes sent on re- 
quest. No fee to banks. Write Fanning 
Personnel, 180 Broadway, N. Y., N. Y. 
Mr. D. Howard or phone Digby 9-3800. 








TRUST OFFICER 


Twenty Million Dollar Bank in upper 
Mid-West City of 35,000 needs experienced 
trust officer with administrative and in- 
vestment experience on estates and per- 
sonal trusts. Growing trust department. 
Prefer age 30 to 40. State age, qualifica- 
tions, experience and salary desired. 


Box H-79-1, Trusts and Estates 
50 East 42nd St., New York 17, N. Y. 











1033 








Fiduciaries Elect 


Corporate Fiduciaries Association of 
Arizona: 

President: James S. Hull, assistant 
vice president, Phoenix Title & Trust Co. 


Vice President: Anthony D. Terry, 
trust officer, Bank of Arizona, Prescott 


Secretary-Treasurer: Evva Shaw, as- 
sistant trust officer, Valley National 
Bank 


Southern California Trust Officers Asso- 
ciation: 
Chairman: Eugene M. Kennedy, vice 
president, Bank of America N.T.&S.A., 
Los Angeles 


Sec.-Treas.: James D. Macneil, trust 
officer and assistant manager trust de- 
partment, Title Insurance & Trust Co. 


Trust Division: California Bankers As- 
sociation: 


Chairman: Allan Thomas, vice presi- 
dent and trust officer, Crocker-Anglo 
National Bank, Sacramento. 


First Vice-Chm.: S. B. Burnham, vice 
president, Union Bank & Trust Co., Los 
Angeles 


Second Vice-Chm.: Fred B. Hack, vice 
president and trust officer, Wells Fargo 
Bank, San Francisco 


Secretary: Oscar R. Mennega, ex- 
ecutive manager, California Bankers As- 
sociation, Mills Tower, San Francisco 


Corporate Fiduciaries Association of 
Boston: 


President: Edward H. Osgood, vice 
president and trust officer, Fiduciary 
Trust Co. 

Vice Pres.: Richard L. Frothingham, 
assistant vice president, New England 
Trust Co. 

Treasurer: Allister R. MacKay, vice 
president, Old Colony Trust Co. 

Secretary: Richard H. Hayden, trust 
officer, National Shawmut Bank 


Trust Committee, Nevada Bankers Asso- 
ciation: 

Chairman: C. D. Brown, trust officer, 
First National Bank of Nevada, Las 
Vegas 
Cincinnati Corporate Fiduciaries Asso- 
ciation: 

President: E. Vance Clark, trust offi- 
cer, Central Trust Co. 

Vice Pres.: Henry Hagner, senior trust 
officer, Fifth Third Union Trust Co. 


Sec.-Treas.: Melvin J. Strobl, trust of- 
ficer, Provident Savings Bank & Trust 
Co. 


Trust Companies’ Association of Oregon: 


President: D. P. Eckman, assistant 
trust officer, Bank of California, Port- 
land 


Vice President: E. R. Linville, trust 
officer, First National Bank of Portland 
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Sec.-Treasurer: J. D. Bird, trust offi- 


cer, United States National Bank of 
Portland 
Corporate Fiduciaries Association of 
Philadelphia: 
President: William L. Muttart, as- 


sistant vice president, Provident Trades- 
men Bank & Trust Co. 


Vice Pres.: John W. Woerner, vice 
president, Girard Trust Corn Exchange 
Bank. 


Sec.-Treas.: Robert U. Frey, 2730 
Fidelity-Philadelphia Trust Building 


Trust Section, Utah Bankers Associa- 
tion: 
President: W. L. O’Mears, trust offi- 
cer, Continental Bank & Trust Co., Salt 
Lake City 


Vice Pres.: Fred H. Thompson, as- 
sistant cashier, Walker Bank & Trust 
Co., Logan 


Secretary: Leonard Jacob, assistant 
cashier, First Security Bank of Utah, 
N.A., Salt Lake City 


Treasurer: Ed Westra, estate planning 
department, Zions Savings Bank & Trust 
Co., Salt Lake City 


Trust Division, Vermont Bankers As- 


sociation: 


Chairman: Charles E. Gear, assistant 
trust officer, Farmers Trust Co., Burling- 
ton 


Vice Chm.: Burton W. Potter, assist- 
ant vice president and assistant trust 
officer, Vermont Bank & Trust Co., Ben- 
nington 

Sec.-Treas.: E. Grafton Carlisle, trust 
officer, Howard National Bank & Trust 
Co., Burlington 


Trust Division, West Virginia Bankers 
Association: 


Chairman: Payne Brown, vice presi- 
dent and trust officer, National Bank of 
Commerce, Charleston 


President: A. K. Parker, Jr., trust 
officer, Flat Top National Bank, Blue- 
field 


Vice President: R. C. Hazelett, vice 
president, Wheeling Dollar Savings & 
Trust Co. 


Secretary-Treasurer: T. J. S. Cald- 
well, trust officer, First Huntington Na- 
tional Bank 


A A&A 


CooKE To FDIC 


@ Erle Cocke, who has just completed 
his term as president of American 
Bankers Association, is expected to take 
the oath of office as a member of the 
board of directors of the Federal De- 
posit Insurance Corporation soon, for a 
six-year term. 


A AA 


Bank Resources Rise $8 Billion 
in Year 


Combined resources of all Uniteg 
States banks increased nearly $8 billion 
since June, 1956, according to the fina] 
1957 edition of the Rand McNally Inter. 
national Bankers Directory. The Diree. 
tory shows consolidated bank resources 
as of June, 1957, to be $249.3 billion, 
compared with $241.5 billion at the end 
of June, 1956. Bank loans for the period 
reported rose from $106.8 billion to $115 
billion, the highest in American banking 
history, while deposits increased only 
$5% billion, from $218 billion to $223.4 
billion. 

The trend toward 
mergers, consolidations, 


increased bank 





were 14,235 banks in the United States, 
Alaska, and Hawaii — 87 fewer than | 
a year earlier — but the number of | 


branches increased from 7,791 to 8,334, | 
The Directory has been published by | 
Rand McNally & Co. continuously since | 
1872, when there were only 6,097 banks | 
in the country. | 


A A A 
IN MEMORIAM 


JOHNSON W. GLAss, trust officer of 
WORCESTER (Mass.) COUNTY TRUST Co. 

RoBERT L. HATCH, trust officer of DE- 
TROIT BANK & TRUST Co. 

ARCHIE C. HINERMAN, vice president 
and trust officer of TWENTIETH STREET 
BANK, Huntington, West Va. 

Victor F. MOELLER, trust officer of 
MERCANTILE TRUST Co., St. Louis, Mo. 








JAMES A. POWER, trust officer, GUAR- 
ANTY TrRuST Co., New York, N. Y. 

JOSEPH E. STENNES, vice president in 
the trust department of NORTHWESTERN 
NATIONAL BANK, Minneapolis. 

BENJAMIN E. YouNnG, former vice 
president and member of the trust com- | 
mittee of NATIONAL BANK OF DETROIT. 











Hermann K. Scheyhing, vice president and 
economist of Grace National Bank, New 
York, in newly designed quarters. 
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PENSION and PROFIT SHARING DIGEST 


HILARY L. SEAL 


Morss, Seal & Bret; Lecturer in Statisics, Yale University 


THE ADMINISTRATION OF A TRUSTEED PENSION PLAN 


OMPANIES WITH TRUSTEED PENSION 
aes frequently express surprise 
at the administrative simplicity of their 
plan and trust provisions. Yet some 
companies are afraid of establishing a 
trusteed pension plan because they have 


Vheard that their executives would at 


8,334, B once be plunged into time-consuming 


orgies of administrative detail. It has 


‘also been claimed that the annual ser- 


vice fee charged by the consulting actu- 


ary “adds substantially to administra- 


tion costs.” 

Because of this area of misunder- 
standing, it is useful to examine briefly 
what is involved in the administration 
of a trusteed pension plan. Since the 
administrative duties are divided among 
the company itself, its trustee and its 
consulting actuary, it is necessary to 
consider each of these categories sep- 
arately, 

(a) There are two functions which 
the company must perform no matter 
what type of pension plan it has estab- 
lished. One is the record-keeping which 
establishes an employee’s commence- 
ment of service, his date of birth and 
his compensation. These records are 
usually controlled by the company’s 
payroll department and they are some- 
times “integrated” with the payroll 
records themselves. Since they are prin- 
cipally “static” items—increases in pay 
rates are the only changes involved — 
these data do not add much to the 
routine work of the payroll department. 

The second function which must be 
performed by the company is the hand- 
ling of day-to-day administrative de- 
tisions. This is usually achieved by the 
appointment of a Pension Committee 
whose duties include the answering of 
employees’ questions about plan bene- 
fits, the submission of “disability” cases 
to the Board of Directors, correspond- 
ence with the actuary (see below) 
about “equivalent” optional forms of 
benefits (if prescribed by the plan), and 
so on. Most of these details can be 


delegated to subordinates and executive 


time spent on the Pension Committee’s 
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problems has been found to be rela- 
tively small. 

Notice, however, that none of the du- 
ties mentioned can be delegated to in- 
dividuals outside the company. All that 
can be done is to make the provisions 
of the pension plan so “clear cut” that 
the work of the Pension Committee is 
reduced to a minimum. 

(b) As indicated by its title, the 
trustee’s duties are chiefly concerned 
with the prudent investment of the 
funds entrusted to its care. In this coun- 
try the corporate trustee has acquired 
a well-deserved reputation for sound 
investment policies that achieve high 
interest yields without risk of capital 
loss. In the vast majority of trusteed 
pension plans the trustee has complete 
authority to buy and sell what invest- 
ments it sees fit. It offers this profes- 
sional service for an annual fee that 
averages less than 14% of the fund’s 
assets. 

(c) The consulting actuary’s duties 
are to make the annual actuarial valua- 
tion of liabilities for income tax deduc- 
tion and to calculate (and “certify”) 
the benefits due under the plan when 
advised accordingly by the Pension 
Committee. His fees for these services 
in the smallest of small cases seldom 
exceed 3% of the company’s average 
annual contribution and in the larger 
cases diminish to 14% or less of this 
contribution. 

What conclusions may we draw from 
this review? The technical administra- 
tive details of a trusteed plan (namely, 
the investments and the cost calcula- 
tions) are made by professionals :for a 
relatively insignificant fee. The routine 
administration must be done by the 
company itself but careful design can 
reduce the day-to-day details to a mini- 
mum. 


Incorrect Nomenclature 


OST READERS OF THIS DIGEST WILL 
be familiar with the misunder- 
standings that sometimes occur when 
one writes of a pension plan as trusteed 


rather than insured or pay-as-you-go. If 
the discussion centers round financing 
problems, the writer contrasts plans in- 
volving funds invested by corporate or 
individual trustees with plans in which 
the company contributions are paid to 
an insurance company in the form of 
premiums. Even with this limitation 
there is still the “twilight zone” embrac- 
ing plans financed partially through an 
insurance company and_ partially 
through a trust fund. 

However, writers using this nomen- 
clature—and the author of this column 
is one—must recognize that the vast 
majority of pension plans in existence 
in this country (namely those pertain- 
ing to small and very small employers) 
are administered by a trustee who uses 
the company contributions to pay 
premiums on “individual” policies for 
each covered employee. This means, of 
course, that the expression “trusteed 
pension plan” includes many plans that 
are financed through insurance compan- 
ies. Sometimes this is corrected by re- 
ferring to “trustee-administered” or to 
“trustee-financed” pension plans, in- 
tending thus to limit consideration to 
plans with funds under the investment 
control of a trustee. Both expressions 
are ugly and neither is descriptive to a 
reader unfamiliar with the subject. 

However, the misunderstandings that 
may have arisen in the past about the 
expression “trusteed pension plan” are 
minor compared with those that must 
have occurred in the last two weeks of 
August. Readers of Business Week (Au- 
gust 24 and 31) will have read, inter 
alia, that “the non-trusteed funds have 
scarcely any interest in mortgages as 
investments” (article entitled “Will 
Pension Funds Jump In?”) and that 
“a bigger share [of the net receipts of 
non-trusteed pension funds] keeps go- 
ing into commons” (article entitled 
“What They’re Fattening On”). Our 
readers would no doubt want to substi- 
tute “trusteed” for “non-trusteed” in 
each case in order for these statements 
to make sense. In fact, the figures 
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quoted in the articles make it plain 
that this would be a valid correction. 

It would seem that the Business Week 
writer, who at one point states that the 
“non-trusteed funds” do not include the 
“pension funds (sic) administered by 
life insurance companies,” thinks that 
there are pension funds that are not in- 
vested by corporate or individual trus- 
tees. It is true that unqualified pension 
plans do exist in which reserve funds 
are held and invested by the corpora- 
tion itself. However, these are so few in 
number and size that they can literally 
be ignored when discussing pension 
plans generally. It is to be regretted 
that a writer in as fine and widely-read 
a journal as Business Week should have 





“Profit sharing in financial firms” will be the subject of a special session at the 10th 
Annual Profit Sharing Conference, November 14 & 15, Hotel Commodore, New York. 
Panel members discussing program details are (left to right): Robert Pollock, vice 
president, Chase Manhattan Bank, New York; George H. Becht, vice president, Franklin 
National Bank, Franklin Square, N. Y.; Dr. Marcus Nadler (Moderator), New York 
University Graduate School of Business Administration; John S. Mayer, vice president, 
Distributors Group, Inc., New York; and B. Lewis Clarke, Jr., vice president, Fidelity. 
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FPRA HIGHLIGHTS 
(Continued from page 981) 


the compensation. The answer here is 
multiple years and multiple trusts. Have 
the taxes on pension payments been ex- 
amined (a) if death comes before re- 
tirement and (b) if death comes after 
retirement? Has it been recognized 
that the federal government is trying 
to include under estate taxes continua- 
tion agreements which are supposed to 
be subject only to income tax? 

While there are similarities in the 
situations of these businessmen, the es- 
tate planning officer must always watch 
for three variables: (a) differences in 
details of the pension plan; (b) differ- 
ences in individual family and financial 
situations and in the man’s own estate 
plan. 

The position of the business owner, 
in contrast to the non-owning execu- 
tive, was discussed by W. Gibbs Mc- 
Kenney, Baltimore attorney, who point- 
ed out that businesses in estates create 
problems for trust departments, but 
that if trust departments want to handle 
the wealth of their communities they 
must be prepared to handle business 
interests. 

In planning for such estates it is not 
enough to take into account the assets 
already present. Thought should be 
given to more life insurance, to a pro- 
gram of gifts, to a change to a part- 
nership or sole corporation form of or- 
ganization, and to recapitalization with 
a change in the kinds of stock used. 

Whatever the conclusion, it must be 
the estate owner’s conclusion, the 
speaker said. The point of departure is 
to determine whether the business is 
to be sold or retained after death, but 
the owner can only reach an intelligent 
conclusion after answers are found to 
questions like the following: 


What is the type of business and of 
business organization? 

Is it personal service or commercial 
enterprise ? 

Is it a franchise business? 

What about future management? 

What is the competition position? 

What is the credit position? 

What is the profit expectation? 

What is the status of estate liquid- 
ity ? 

Is there any other capital in the 
estate in the event business profits 
drop? 

Are there logical buyers, and will 
they have enough money? 


If buy-and-sell agreements are to be 
used, it must be decided whether to use 
a fixed price or a formula, and arrange- 
ments should be made for down pay- 
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session on Estate Planning 


Problems of Company Executives and Close Corporation Owners. Left to right: W. H. 

Eierman, vice president, Hanover Bank, New York; W. Gibbs McKenney, attorney, 

Baltimore, Md.; John W. Heddens, trust officer, Continental Illinois National Bank & 

Trust Co., Chicago, chairman; Robert L. Knight, vice president and trust officer, Ohio 
Citizens Trust Co., Toledo, departmental chairman. 





ment and deferred payments. It is best 
to have the down payment cover estate 
expenses that arise because of the busi- 
ness, and if possible cover all taxes on 
the estate. 

Essential considerations include that: 
1) the buyer has presently enforceable 
rights; 2) the agreement is bona fide 
and at arm’s length; 3) the price is 
adequate: and 4) the stock is restricted 
during life. 

The cross purchase plan among part- 
ners and the type of agreement whereby 
the corporation obligates itself to buy 
and the owner to sell his stock were dis- 
cussed at some length. Mr. McKenney 
concluded that in most cases it is ad- 
vantageous to have the corporation buy 
in the stock of the deceased, but he 
warned that these agreements must be 
used with great care—-and perhaps not 
at all—if relatives of the deceased are 
involved in stock ownership. 


At the close of the two addresses 
there was general discussion of the diff- 
culty of getting trustee’s fees geared to 
administration of a business. Compensa- 
tion might come from a trust, or as a 
direct fee for management. Directors’ 
fees, it was thought, either would not 
be adequate or would run the risk of 
tax difficulties. Where possible, it is 
best for the,trustman and estate owner 
to write into the will 
adequate compensation. 

Asked about how far he went into 
detail in estate planning, Mr. Eierman 
replied that he did as thorough a job 
as possible and certainly more so than 
with the typical off-the-street customer, 
especially as regards fringe benefits 
data. At company meetings he always 
requests that one or two people from 
the firm’s attorney’s office should sit 
in on the meeting. When it comes to 
the actual preparation of a will, how- 
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ever, many executives prefer to turn to 
their own outside attorney. 


How Are You Preparing for 
Jenkins — Keogh? 


The Jenkins-Keogh bill, permitting 
tax-deductible contributions to pensions 
for the self-employed, may be delayed 
for political reasons—each party not 
wishing the other to get credit for it— 
but it will certainly be passed as soon 
as it is reported out of committee, John 
H. Miller, vice president, First National 
Bank & Trust Co., Oklahoma City, 
opined, There may be many difficulties 
for trust companies in meeting the sit- 
uation. Individual trusts may be as 
small as $1,000 to $3,000 per year 
(others thought even smaller) and 
might have to be managed in a pooled 
fund, such as the Common Trust Fund. 
Some trustmen think deposits could be 
made on a pass-book basis. In Okla- 
homa, the lawyers believe that State 
legislation would be needed to exempt 
these funds from State income taxation, 
and such legislation was enacted there 
in 1953. Individual and typical pros- 
pects, under Jenkins-Keogh, are pretty 
well known, the speaker observed, but 
he cautioned trustmen to survey the 
existing professional and trade associa- 
tions operating in their own areas, and 
to be selective income-wise as to which 
they might approach for business. 

As long ago as 1953 Mr. Miller sent 
a one-page letter to doctors in his area 
offering to keep them informed on the 
progress of the bill, and what it might 
involve. Realizing that doctors are very 
busy men, a second and similar letter 
was sent to their wives. The response 
on the latter was surprisingly favorable. 
He also gave talks to groups about the 
services that would be available when 
the bill is finally passed. 

Various methods of meeting the needs 
under the Jenkins-Keogh bill were pre- 
sented by J. Brooks Corwine, assistant 
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for Jenkins-Keogh. Left to right: John H. Miller, vice president, First National Bank & 
Trust Co., Oklahoma City; J. Fraser Coate, manager, pension division, Montreal Trust 
Co., Toronto; John B. Hubbard, trust officer, Fort Worth (Texas) National Bank; and 
J. Brooks Corwine, assistant vice president, Harris Trust & Savings Bank, Chicago, 





vice president, Harris Trust & Savings 
Bank, Chicago. The forms that trust 
company service might take, he said, 
include: a trust for a local association; 
the use of a pooled fund or Common 
Trust Fund (some banks would prefer 
not to keep individual accounts, but in- 
dividuals may insist on this, Mr. Cor- 
wine said); separate trusts could be 
used, but the element of size would be 
a problem; a new pooled fund could be 
set up to which any individual could 
contribute; investments would be simi- 
lar to any other investment trust. 

The experience of Britain and Can- 
ada, which have already enacted similar 
legislation, and the bearing of these on 
the situation in the U. S. were outlined 
by J. Fraser Coate, manager, pension 
division, Montreal Trust Co., Toronto. 

In Great Britain, the individuals eli- 
gible to take advantage of these pro- 
visions are, broadly speaking, those who 
earn income from an office or employ- 
ment, other than an office or employ- 
ment under which pensions are pro- 
vided by a sponsored superannuation 
scheme, that is, a scheme to which the 
employer contributes. The annuity may 
be provided either by a contract made 
between the individual and a _ person 
lawfully carrying on in the United 
Kingdom the business of granting an- 
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nuities on human life, or under irre. 
vocable trusts established and admin. 
istered in the United Kingdom for the 
benefit of individuals engaged in a par. 
ticular occupation. In both cases the 
contracts under which the annuities ar 
provided require the approval of the 
Inland Revenue, Mr. Coate observed. 
The interest income earned by an insur. 
ance company or a trust in respect of 
this type of business is exempted from 
income tax. 

Income tax relief is granted by allow. 
ing the premium paid under such a 
contract as a deduction from earnings 
in the year of assessment in which the 
premium is paid. The maximum amount 
so allowable in any one year is the 
lesser of £750 or one tenth of net rele. 
vant earnings (earned income for taxa- 
tion purposes less income reecived from 
pensionable employment 
other special deductions. ) 

For persons aged over 40 at the date 
of enactment it was recognized that an 
annual premium of £750 would not 
necessarily provide an adequate pen- 
sion. For this reason the maximum 
allowance was increased for persons 
born in 1915 or earlier except for those 
persons already in receipt of a pension 
under a _ sponsored superannuation 
scheme or having acquired rights to 
such a pension in future. 

If in any year earnings are insufl- 
cient to claim the full amount of the 
premium the deficiency may be carried 
forward and treated as the amount of a 
qualifying premium paid in the next 
following year, and so on for succeed- 
ing years if necessary. 


and certain 


For approval the Plan must:-— 


1. Provide for a life annuity only— 


this may be guaranteed up to 10 
years. No lump sum _ payment 3} 
allowed. 


2. Normally the annuity must be 
effected after age 60 and before ag? 
70. 

3. In the event of death before T* 
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tirement, payment may be made to 
the estate in a lump sum or to a wife 
or approved dependent in the form of 
an annuity. 

4, The underwriter of the Plan 
must determine that the applicant is 
and continues to be eligible. 


At this point Mr. Coate described 
the Canadian plan as highlighted by 
him in TRUSTS AND Estates, June 1957, 
page Sol. 

The Jenkins-Keogh Bill as it is pres- 
ently contemplated would appear to be 
somewhat more generous in its dollar 
limits and its restrictions perhaps less 
rigid, Mr. Coate remarked. With our 
differing economies and tax regulations 
it is impossible to establish an equitable 





basis of comparison. 


Even with its more generous dollar 
limitations a market analysis will be 
desirable before any U. S. financial 
institution undertakes to underwrite a 
plan. A pooled fund is logical—the 
question is, will it be big enough to 
provide the diversification required for 
stability and yield. The answers to many 
questions are still to be found: 


1. Will association plans succeed? 
Is the trustee better off to encourage 
the association to administer the plan 
and simply manage the investments 
or to serve the members as individ- 
uals? 

2. What is an adequate fee? Such 
trustee plans as have been announced 
in Canada have established an annual 
fee of % of 1% on capital. Depend- 
ent upon growth this should be quite 
profitable in a few years. 

3. What is the minimum size of a 
pooled fund necessary for adequate 
diversification and yield? 





4, Will prospects become clients on 
their own initiative or will we have to 
increase the fee and pay salesmen? 

5. How much should we spend on 


advertising and business develop- 
ment ? 
6. Will retirement plan members 


develop into new clients for estate 

planning and executor appointments? 

General discussion brought out the 
fact that Montreal Trust Co. considers 
$5,000,000 the minimum amount for a 
pooled fund to operate well. New cli- 
ents picked up through the Jenkins- 
Keogh approach may prove to be pros- 
pects for other trust services as well. 
The big problem will be the bookkeep- 


ing expense, and hence small accounts 


Wprobably should be directed to insur- 


ance companies, which are better set up 
to handle them. 


New Business Production through 
Collective Investment for Pen- 


sion and Profit Sharing Trusts 


This subject was described as the 
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greatest potential in trust business. It 
comes in the form of cash which per- 
mits complete investment discretion. It 
has built-in growth. It is an excellent 
vehicle for approaching corporation ex- 
ecutives on estate planning and for com- 
mercial accounts. 


The development of these funds was 
described by Cecil P. Bronston, vice 
president, Continental Illinois National 
Bank & Trust Co., Chicago, based on 
specific information received from 14 
banks operating such funds. At least 
24 banks currently have funds of this 
nature. He described the balanced 
funds, the dual funds (where one is 
for equity investments and one for fixed 
income), and the multiple fund plan 
as in Canada where one trust company 
offers a government bond fund, a cor- 
porate fixed income fund, and a stock 
fund. With multiple funds, the individ- 
ual company trustee can determine its 
own policy as to investment propor- 
tions. Some banks have put existing ac- 
counts into their pooled funds and some 
have limited them to new accounts, but 
as one official reported, there is “no 
trouble selling the trust to the smaller 
customer setting up new pension and 
profit sharing trusts.” 


The investment advantages of pooled 
funds, according to the 14 reporting 
banks, are diversification, better yields, 
broadened opportunities for investment, 
tailor-made proportions between equi- 
ties and fixed income investments, reg- 
ular investment of monies, capital 
growth, maximum liquidity, and free- 
dom of action for the investment man- 
agers. In addition to investment advan- 
tages, collective pension and profit shar- 
ing funds can be freely advertised. 

A two-man discussion of the subject 
by Walter Bean, vice president, North- 
western National Bank of Minneapolis. 
and Frank Griffin, vice president, Wyatt 
Company, Chicago, revealed that there 


is $20 billion in this business now and 
its popularity is growing. Businessmen 
are more aware that a quarter of one 
per cent higher yield saves 6% on em- 
ployer contributions. Also they think 
the trustee form of administration is a 
hedge against inflation. There are so 
many advantages to trustee administra- 
tion that practically every corporation 
is a candidate for some form of plan— 
even those that have insured plans al- 
ready. Generally, non - contributory 
plans are preferred by both the employ- 
ers and the lower paid employees. 


A company may well use both a 
pension and a profit sharing plan, the 
speakers observed. It is not advisable 
to use a “no formula” plan promiscu- 
ously, however. It must be checked 
against the tax situation and the wage- 
hour laws. Profit sharing generally has 
not been a bargaining point used by the 
unions, and frequently applies to salar- 
ied employees only. 


Insured and trusteed methods - of 
funding are gradually approaching each 
other. Insurance contracts are becom- 
ing more flexible and banks have intro- 
duced the pooled fund idea which picks 
up some advantages the insurance com- 
panies have had. Some trust companies 
go along with “split funding,” but the 
speakers were not in favor of it. They 
suggested that trustmen not overlook 
the facts that trust funding can save 
employees money, that investment ad- 
vantages lead to lower unit costs. A 
well designed plan, they said, will “ask 
for” trusteed administration. This is 
especially true if the pension is related 
to the immediate pre-retirement pay 
level. 

General discussion brought out that 
the waiting period for participation in 
a profit-sharing plan depends on whether 
it is the only retirement plan or not, 
and should be considered in connection 
with the time of vesting. Union leaders, 
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it was said, trend toward trustee man- 
agement of funds, but fear employer 
connections. Also in many cases they 
do not understand the details and need 
someone from the bank to talk with 
them directly and explain how it works. 
Union officers often are not in a posi- 
tion to explain this to their members. 


Within the Bank Training for 


Trust Business Development 


The results of a questionnaire on 
trust development personnel was _pre- 
sented by a panel consisting of David 
M. Neill, assistant trust officer, Amer- 
ican Trust Co., Charlotte, N. C.; John 
W. Heddens, trust officer, Continental 
Illinois National Bank & Trust Co., 
Chicago; and John B. Hubbard, trust 
officer, Forth Worth (Texas) National 
Bank. The questionnaire was sent to 
100 banks of various sizes all across 
the country. Replies were received from 
386. A summary is given here. 


Question: Does one man or more 
work exclusively on trust develop- 
ment? 

Answer: Yes—7] (Numbers on this 
work varied 1 to 20.) 

Question: Background required? 

Answer: Legal education—Yes 35 
Insurance sales experience—Yes 15 
Prior practical trust experience — 
Yes 72 

Question: How old should he be? 

Answer: Average 35; Range 28-55 

Question: Do you require attendance 
at trust development school before 
contacts ? 

Answer: Yes—18 


Washington’s 


Question: Is there any formal within- 
the-bank training? 

Answer: Yes—23 

Question: Is such training on a regu- 
larly scheduled basis? 

Answer: Yes—15 

Question: What training is given? 

Answer: Work in trust department— 
Yes 27 (time 1 week to 3 years) 
Visiting other departments — Yes 
18 (time several weeks to several 
months ) 
Explanatory talks by senior officers 
—Yes 18 
Outside lectures—Yes 3 


The committee’s conclusion regarding 
this question was that schools are not 
enough. There must be within-the-bank 
training, either at the man’s own bank 
or at some other. Mr. Hedden and Mr. 
Hubbard each described the trust de- 
velopment training within his own bank, 
illustrating a much more thorough ap- 
proach than the questionnaire would 
indicate to be the general practice. One 
president had answered this question by 
saying quite frankly that he had to get 
his trust man from Chicago. 

Question: Prescribed course of read- 

ing? 

Answer: Only 3 required it. Books 
mentioned most frequently were: 
Shattuck’s Estate Planning Hand- 
book; the A.I.B. volumes Trust 
Business I and II; Casner’s Estate 


Planning and Wormser’s Estate 
Planning 
Among __ periodicals, 35 _ listed 


Trusts AND ESTATES and 22 the 
Trust Bulletin. 


largest financial 
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ing 61 communities throughout 
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Question: Do you allow trainees to 
talk to walk-in customers before 
making outside calls? 

Answer: Yes—32 


Question: Does a senior man accom. 
pany a new solicitor to comment 
and guide him? 

Answer: Yes—22 


In regard to educating commercial 
officers a variety of ideas were offered 
by replies to the questionnaire. These 
included: a new business month: talks 
to bank officers every three months in. 
cluding reports on results; distribution 
of all trust promotion material; pe. 
riodic dinner meetings; monthly reports 
on wills, trusts, guardianships, etc.; 
regular prodding to name the bank in 
their own wills; include branch man. 
agers and assistants, also personnel in 
program of information; credit rating 
plan that credits trust business to per- 
son who makes the contact, regardless 
of position or department; and always 
thanking the people who bring in the 


business. 


What’s Your Problem? 


The final meeting of the Trust De- 
partmental was entirely free discussion 
of questions raised from the floor. In 
commenting on the problems of mergers 
all agreed that they were not likely to 
release any trustmen. Bookkeeping 
methods and personnel relations in some 
cases were continued on a separate basis 
until the end of the calendar year. Com- 
mon trust funds in one case were eve- 
tually merged despite the fact that the 
unit values were different. Appointments 
in all instruments, it was said, should be 
checked to see if they were affected by 
the merger. 


The use of ads complimenting attor- 
neys in the elevators of the bank’s build- 
ing were reported in one case to have 
been criticized by the attorneys them- 
selves. “They just don’t like it.” There 
was difference of opinion in the group 
on this issue. The majority thought the 
wording of the ad was very important 
and that its sentiments must be backed 
up by real cooperation on the part of the 
trust department. Using mass media is 
all right but there must be a_ personal 
relationship too. 

The possibility of charging a fee for 
estate planning was raised by a Cana 
dian representative who said his trust 
company charged for the service. but 
the money would apply as a credit 
against the executor’s fee later on. Oth 
ers said that in the United States this 
might be considered practicing law and 
illegal, even though the lawyer was 
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brought into the planning process. In 
one area attorneys distinguished between 
estate analysis and estate planning, but 
even here there was trouble, and in an- 
other state a case was still pending 
against a private estate planner for prac- 
ticing law. A case was mentioned where 
a bank made a flat charge for bringing 
an account on to the books, and another 
where there was a contingent advance 
fee on insurance trusts, but the consen- 
sus was that estate planning would do 
better to continue as a free service. 

A Canadian trust company reported 
using an amendable schedule of fees at 
the time a man brought in his will and 
getting it written into the will. After a 





year and a half it appeared to have 
brought better fees and to have blocked 


qcomplaint from beneficiaries or the 


court. A criticism of this was that costs 
and fees may be different in 20 years. 
One bank prefers not to publish fee 
schedules for this very reason. Another 


Tbank tries to have the testator state in 


his will that the fee shall be not less than 
$1,000 — thus conveying the impression 
that he wants a good job done and ex- 
pects to pay for it. In spite of these ob- 
ervations, about half the group said 
their banks did have published fee sched- 
ules. 

Banks with commercial calling pro- 
srams sometimes can make a contact 
through the trust officer when the com- 
mercial officer cannot get in. This may 
be the case, for example with doctors. 
They are very busy people, but the trust- 
man has a story of direct interest and 
importance. On the other hand, some- 





times the commercial man can make 
good trust contacts. Usually it is best for 
jhim to withdraw after the interview is 
set up, as the customer may be willing 
lo state the pertinent facts to one man, 
jbut not two. However, the commercial 
jficer should know of the outcome, and 
jf it is good the customer is likely to tell 
him. 

To inform directors about the trust 
‘department some banks reported rotat- 
ing service on the trust committee, some 
said they worked with directors one at 
atime, and one — where there was a 
very large board of directors and a non- 
rotating trust committee — had formed 
a special rotating committee to assist in 
‘tust business development. Another 
‘nan told of a retired commercial officer 
vho was voluntarily spending his time 
ind talents in finding prospects for the 
tust department. 
| In regard to commercial officers ini- 
‘ating trust business, one man reported 
, ‘se of a printed pad for listing potential 
‘ust customers. A report is given him 
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of the trustman’s call on the customer, 
and if a sale is made, the commercial 
officer gets the credit. Another man said 
he held a training course for commer- 
cial officers eight years ago and periodi- 
cally has refresher meetings. He reported 
that the commercial officers and new 
business men liked to have something 
as pinpointed as trust services to offer 
their prospects. 

Maintenance of mailing lists was dis- 
cussed, particularly from the point of 
view of cutting out the dead wood. Death 
lists are easy to check but changes of 
business connections are hard to keep 
track of. Some men test their lists with 
brief questionaires, one reporting a 61% 
response. Another had picked up some 
new will appointments through a ques- 
tionnaire asking the recipient such ques- 
tions as whether he had made a will and 
named the bank. 

A show of hands revealed that among 
the banks represented 11 had both pen- 
sion and profit sharing plans, 14 had 
pension plans only, 2 had profit sharing 
only, one had neither, and one had pen- 
sion and a thrift plan. 


Leaders for 1958 


John W. Heddens, trust officer, Con- 
tinental Illinois National Bank & Trust 
Co., Chicago, was elected departmental 
chairman for the next year. David M. 
Neill, assistant trust officer, American 
Trust Co., Charlotte, N. C. was named 
program chairman, and John B. Hub- 
bard, trust officer, Fort Worth (Texas) 
National Bank. was elected trust editor 
for the Bulletin. 


How Trust Department Builds 
Bank 


Five reasons for having a trust de- 
partment were quoted by Addison H. 
Reese, president, American Trust Co., 
Charlotte, N. C., in a recent article in the 
FPRA Bulletin. They are: 

1. It cements relations with individ- 
uals and businesses for generations to 
come. 

2. It broadens the bank’s contacts, 
puts real life into relations with attor- 
neys, life insurance companies, brokers, 
etc. 

3. It produces new avenues of cooper- 
ation with corporate treasurers through 
pension and profit sharing plans. 

4. It does important educational work 
through forums and other programs. 

5. It can cooperate with members of 
the Bar and of the Legislature in revis- 
ing the laws of descent and distribution. 


A A A 


Bank Women Essential 


Because of the importance of wives 
in spending and investing the family 
income, well-trained women are an es- 
sential part of a bank’s business develop- 
ment staff, Mrs. Ruth E. Sherrill, vice 
president of the First National Bank of 
Memphis, informed a clinic at the Finan- 
cial Public Relations Association’s con- 
vention in Chicago, October 3. ‘““‘Women 
are the largest influence group in the 
nation today. Bank management must 
recognize that women are among the best 
potentials for the development of new 
business. They are the family financiers. 
They not only spend the money, they 
manage it too.” 
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ON THE PUBLICITY FRONT 


Newspaper Advertising 


ai, pues IN TRUST” TITLES A 
unique trust department ad from 
First National Bank, Ripon, Wis. In the 
center of the ad is a statement of trust 
department assets and liabilities. At top 
and bottom are captional photographs 
illustrating pension planning, the trust 
officer working at his desk, the trust of- 
ficer checking insurance policies with an 
elderly beneficiary, Ripon College offi- 
cials in front of a hall constructed by a 
trust fund, and the local hospital’s blood 
bank refrigerator, bought by a trust 
fund. The text of the ad explains how 
trust services are designed for the “aver- 
age” person and comments on the types 
of services performed in Ripon by the 
department in the 27 years of its exis- 
tence. 

“Three sons with a secure future” in 
an ad from Rhode Island Hospital Trust 
Co., Providence, are the children of a 
doctor who knew “the importance of 
planning ahead” and created a living 
trust “for his own retirement benefit . . . 
for the security and protection of his 
family.” The three sons (pictured in a 
sailboat) have a secure future because 
their father took the time to investigate 
the ways by which he could guarantee 
it. 

“Ask your attorney about sprinkling 
trusts,” suggests an ad from First & 
Merchants National Bank, Richmond, 
Va. The text observes that the term 
“sprinkling trust” may be unfamiliar to 
the reader, but will be known to the at- 
torney. It lists as common objectives of 
such trusts: “Assure that trust income 
will be distributed according to actual 
need . . . Provide for a change in the 
pattern of distribution if future condi- 
tions change . . . Protect beneficiaries 
from inexperience in money matters. . . 
Save taxes.” The ad shows a hose nozzle 
“sprinkling” coins. 








... Ask your allorney about 
SPRINKLING TRUSTS 





From First & Merchants National Bank 
(Richmond, Va.) ad. 
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“Talk to Your Lawyer First!” advises 
an ad of Houston Bank & Trust Co. 
“When a person asks our advice on how 
to plan for his family’s future security 
or to handle other matters that involve 
knowledge of the law, we suggest that 
the first step is a conference with his 
lawyer.” A comparison is made between 


‘the danger of do-it-yourself medicine 


and a similar program “with deeds, con- 
tracts, business organizations, wills and 
trusts.” 


“A living trust allows you to ‘Look 
before you leap’”, states an ad from 
First National Bank, Akron. The text ex- 
plains the method and purposes of a 
living trust, pointing out that the trustor 
can “reserve the right to change or can- 
cel it.” 


“John Henry’s estate” is the subject 
of an ad from South Carolina National 
Bank, Charleston, that pictures the wid- 
ow and four children with John Henry’s 
figure blocked out. The text discusses the 
advantages of a corporate executor com- 
pared with an individual. At the bottom 
four spot pictures mark John Henry’s 
progress to his decision to appoint the 


bank. 


“Are you having trouble deciding 
whom to name as executor of your 
will?” inquires an ad from Hamilton 
National Bank, Chattanooga which 
shows at the top the names of Tom and 
Dick crossed off and Harry with a ques- 
tion mark beside it. A sentence apiece 
expresses the qualifications and disquali- 
fications of each one, following which 
the superior advantages of the bank are 
set forth. 


“Make sure your widow in time of 
strife eats as often as your wife” advises 
First National Bank & Trust Co., Tulsa, 
in an ad which pictures the bank build- 
ing in animated form. In one arm it is 
carrying books representing tax law, es- 
tates, inheritance, safekeeping, trusts 
and investments. 

“They share their trust with us” titles 
a recent ad of United States Trust Co., 
New York, that comments on the “boards 
of educational, religious, health and wel- 
fare organizations” which consult the 
company on investment matters. “We 
look upon investment management of 
philanthropic funds as one of our most 
valuable and rewarding services.” 


“How we filled the prescription for 
Dr. Z” is one of First National Bank of 
Chicago’s series of case history ads that 
describes how Dr. Z, when he was losing 
his eyesight, set up a living trust for his 
$500,000 estate. 





Will Needless Investment Worries 
STOWAWAY On 


G 


Your Vacation ” 








From Riggs National Bank 
(Washington, D.C.) ad. 





“Little Boy Not Lost” — and pic.} 


tured watching a tiger at the zoo — js 


the five year old whose parents were | 


killed in an accident. Fortunately, says 


City Bank Farmers Trust Co., New York, | 
“his father had the ability and foresight | 
to plan wisely for all contingencies” 0 | 


the child “with his banker pal” is on a| 


surprise visit to the zoo. 

A Chinaman with the caption “No 
Drama — But Lots of Satisfaction” in. 
troduces an ad of Fiduciary Trust Co.. 
New York, that compares the old Chin- 
ese custom of paying the doctor to keep 
you well with the function of the trust 
company to maintain the customer's 
“good financial health.” 

“Will needless investment worries 
stowaway on your vacation?” inquires 
an ad from Riggs National Bank, Wash- 
ington, D. C. Beneath a picture of hus- 
band and wife stowing their luggage in 
the family automobile the ad observes 
that “busy people do not have time to 
handle details of their investments . . 
watch call dates, collect income, follow 
up subscription rights, keep a record of 
every transaction.” 
gate to the trust department. 


Booklets 


A check list for will making, published | 


by Teachers College, Columbia Univer- 
sity, New York, pictures an ancient 
Egyptian and observes, “His will was 
made 4,000 years ago . . . When was 
yours made?” Then follow seven points 
to check for possible changes since the 
will was drawn. Booklets are offered on 
request under these titles: Making 4 
Will; Changing a Will; Suggested Lan- 
guage for a Bequest; Tax Saving 
Through Bequests; and Case Histories 
of Bequests. 

“Pocket Guide to the Language of 
Trustland” offers readers 75 estate and 
trust terms “that everybody should 
know and understand,” reprinted from 
AIB’s “Trust Department Management. 
But Union & New Haven Trust Co. 
(Conn.) has done this with real imag 
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ination. It has used the annual summer 
exodus to foreign parts as a reason for 
discussing preparations — _ including 
making or revising a will — and brief- 
ing on the language to be encountered. 
The foreign bound traveler is well 
briefed, but “by contrast, surveys show 
how ill prepared the average bank cus- 
tomer is to journey with satisfaction and 
security in an area which, figuratively 
speaking, is still pretty much a foreign 
land to him.” The language of “Trust- 
land” is thus introduced with the 
thought that the list of terms and defini- 
tions “will suggest to you and your at- 
torney something that you need to do to 
put and keep your property affairs in 
good order.” 

“Employee Benefit Plans’ — a 24- 


page booklet with color, layout and type 
designed to cut down reading time — 
describes the standardized pension and 
profit sharing plans offered by Mercan- 


tile Trust Co., St. Louis, to its correspon- 
dent banks and corporate customers. It 
explains the bank’s collective fund for 
investment and tells how many of the 
deterrents to effective retirement plans 
have been overcome. 

Electronics in the service of trust cus- 
tomers is the subject of a recent month- 
ly folder from United States National 
Bank, Portland, Ore. Preparation of 
statements for customers is “one of the 
most important functions of the trust 


} department.” To render the finest service 


the bank has installed “the most modern 
electronic computing and printing equip- 
ment.” Complicated tabulations that 
formerly took days can now be done in 
hours, “the final results printed clearly 
in an orderly, easily understood manner 

. typical of the trust department’s 


) continuing effort to give you the kind of 


service you need and want.” 


A full page is devoted to trust ser- 
vices in a 4-page printed covering letter 
on bank services sent to customers with 
the Federal Reserve Bank of Cleveland’s 
“Monthly Business Review” by Third 
National Bank & Trust Co., Dayton. An 
introductory section discusses the advan- 
lages of corporate executors. Both per- 
‘onal and corporate trust services are 
listed and briefly described, and the 
leader is advised to see his attorney 
about his will, and to keep it regularly 
revise “d . 

The trust department is regularly in- 
cluded in the tours conducted at United 
States National Bank’s new building at 
Mile High Center, Denver, Colo. Guests 
are told it is one of the most important 
but least known phases of the bank’s ser- 
vices Those who evince interest are 
given a 16-page booklet — “How Trust 
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From Mercantile Co. (St. 


Trust 
booklet on “Employee Benefit Plans. 


Louis) 





Services Benefit You and Your Family.” 
The department’s facilities for research 
and its conference areas for private han- 
dling of customers’ affairs are pointed 
out. Tours are conducted twice daily in 
summer and by appointment throughout 
the year. A brochure with pictures in 
full color is available for guests whom 
the bank feels to be important, although 
its cost precludes general distribution. 
Among the full color pages is one of the 
trust department. 


Overseas Business Increases 
Bank of Bermuda Trust Income 


Trust department income of £67,748 
for the fiscal year ending June 30, 1957, 
is reported by the Bank of Bermuda. This 
compares with £53,950 the year before. 
Expenses of the department were £54,357 
the past year against £49,654 the pre- 
ceding year. In commenting on the devel- 
opment of business — including trust 
business—from non-Bermudian sources, 
the report states: 

“During the last few years we have 
patterned our general banking and fidu- 
ciary services to provide overseas clients 
with experienced and efficient manage- 
ment of the assets of companies, trusts 
and individuals, We are being retained 
for these purposes by a widening circle 
of clients, whose interests range over 
broad and varied fields of investments, 
commodity trading, shipping and other 
activities. The economy of the island 
benefits to the extent of five hundred 
thousand pounds per annum, by reason 
of expenditures made directly for the 
account of exempted companies (such as 
government company tax, stamp taxes, 
fees, etc.), or arising from travel spend- 
ings of those visiting the island for 
consultation and other purposes in con- 
nection with such companies. This busi- 
ness has become an important supplement 
to the tourist trade and should be en- 
couraged, as its potential is substantial.” 
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CORRESPONDENCE 
(Continued from page 959) 


I found Kayler’s paper particularly 
interesting. | am writing to inquire if 
we might have permission to reproduce 
the article for distribution to students 
in our Home Office Estate Control Plan 
Schools. 


Mr. Kayler states that at no time has 
one cycle gone more than 20 years. I 
find one cycle of 24 to 26 years (1837 
to 1863), another of 23 years (1870 to 
1893) and yet another of 24 years 
(1893 to 1917). 

The chart itself, although grossly mis- 
interpreted by Mr. Kayler, is not en- 
tirely free of criticism. It merely goes 
to prove what has been known to 
mathematicians for centuries, that fig- 
ures and charts can be twisted to prove 
almost anything. The layman looking 
at the ABA chart would be very likely 
to draw the same general conclusion 
as did Mr. Kayler: purchasing power 
in the long run hasn’t really changed 
very much — it only has its temporary 
ups and down. Whoever prepared this 
chart obviously wanted to show just 
that — while the facts are otherwise. 

Charles D. Root, Jr. 
Vice President 
Towers, Perrin, Forster 


Philadelphia, Pa. & Crosby, Inc. 


My staff and I were very much im- 
pressed by this article and feel it is 
valuable, not only for a one time read- 
ing but for reference in the future as 
an agent is confronted with the infla- 
tion objection or the buy-term--insur- 
ance-and-invest--the-difference argument. 
I would like to secure reprints for dis- 
tribution to our folks here. 


John H. Parrott, 
Manager 


Connecticut General 
Life Insurance Co. 


Carl W. Eagle, C.L.U. 
Assistant Director of Training, 


Life Agency Department 
Aetna Life Insurance Co. 


Hartford, Conn. 


The article was most shocking and 
discouraging. Almost any reasonably 
well informed financial planner could 
refute most if not all of Mr. Kayler’s 
statements. 


William B. Rudd, C.L.U. 
Sacramento, Cal. 


Mr. Kayler has used your fine maga- 
zine as a springboard for an erroneous 
and maudlin sales presentation for in- 
surance. He states, “I would offer no 
cliches, no sales gimmicks, no tricky 
calculations.” Actually he has quoted 
cliches and tricky calculations, which 
he uses to prove his point. (If at all it 
can ever be proven.) Mr. Kayler lists 
some sixteen positive values of life in- 
surance plus “two great miracles that 
supersede all else.” Many of these “posi- 
tive values” can be found in other types 
of savings. I would like to point out 
monthly savings programs in mutual 
funds. Trust accounts afford equal, if 
not better, positive values. Mr. Kayler 
quotes “the miracle of the annuity prin- 
cipal by which you guarantee a life- 
time income two to three times as great 


Houston, Tex. as can be obtained from the interest of 
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any other type of safe investments,” 
Technically speaking, the income fron 
annuity is income plus a return of 
principal, certainly not to be compare 
with the “true income” from stocks ¢ 

bonds or trusts funds in any sense. 
Richard B. Fisher 
Vice Presiden 
Federated Plans, Ine. 

A A A 


North Carolinians Want 
Southern Trust Conference 


The Trust Section of the North Caro. 
lina Bankers Association held its annual 
meeting at Greensboro on September 27. 
28, with approximately eighty trustmen 
in attendance and B. B. Townsend, 
Chairman and Trust Officer of the 
Peoples Bank and Trust Co., Rocky 
Mount, presiding. | 

On Friday afternoon, the _ session 
opened with a general discussion of re. 
lations with the bar. At the annual ban- 
quet, Dr. Robert E. Lee, Professor of 
Trusts of the Law School of Wake Forest 
College, spoke “North Carolina} 
Statutes Dealing with Formal Require. 
ments of the Creation of a Trust.” 

The Saturday morning meeting was 


Pittsburgh, Pa. 





on 


devoted to a discussion of reviving the 
proposed Southern Regional Trust Con- 
ference and the delegates affirmed their 
desire to see this done. The following 
officers were nominated, formal election 
to take place at the Association’s an- 
nual meeting in May: 

Chairman Robert F. Clodfelter. 
trust officer, Wachovia Bank and Trust 
Co., Winston-Salem. 


Ist Vice-Chairman—R. N. Rosebro. 
trust officer, Citizens National Bank.§ 
Gastonia. 


2nd Vice-Chairman—J. Bruce King. 
trust officer, Branch Banking and Trust 
Co., Wilson. 

Sec.-Treas —C. L. Batkins, vice presi- 
dent and Trust Officer, Guilford National 
Bank of Greensboro. : 

A. BA OB 
Oklahomans Discuss Trust 
Operations 


Sixty-three delegates attended the Fall 
Trust Conference of the Trust Division. 
Oklahoma Bankers Association 0 
September 21, at Lake Fort Gibson. Fee 
ture of the program was an open discus 
sion on “Trust Operations” with the 
following Moderators: John H. Miller. 
vice president and trust officer. First] 
National Bank and Trust Co. Oklahoma 
City; John W. Warren, vice president, 
secretary & treasurer, Albright Title § 
Trust Co., Newkirk; Waldemer F. 
Pralle, asst. trust officer, City National 


Bank and Trust Co. Oklahoma City. 
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Mid-Continent Trust 
Conference at New Orleans, 


November 21-22 
The 26th Mid-Continent Trust Con- 


ference will draw trust executives from 
19 states to the Jung Hotel in New Or- 
leans, November 21-22. The advance 
program announces the following speak- 
ers and subjects: 


Thursday, 10:00 A.M. 


Address by Walter Kennedy, presi- 
dent. Trust Division, American Bankers 
Association, and president, First Na- 
tional Bank, Montgomery, Ala. 

Address by Robert W. Elsaesser, New 
Orleans economist. 

“How to Develop Your Trust Busi- 
ness” by Joseph H. Schilder. vice presi- 
dent and trust officer, Security National 


Bank, Sheboygan, Wis. 
2:00 P.M. 


“Tomorrow’s Investment Portfolio To- 
day” by Richard W. Chapman, presi- 
dent. Merchants National Bank, Boston. 

“The Oil Industry Today” by Burton 
A. Hardey, Shreveport, La. 

Panel on Investments led by Erroll C. 
Buckner, vice president and trust officer, 
Commercial National Bank, Shreveport, 
and including as panelists: Charles W. 
Buek, vice president, United States Trust 
Co.. New York; Charles W. Eliason, Jr., 
vice president and trust officer, Commer- 
cial National Bank, Peoria; Arthur C. 
Regan, vice president and_ secretary, 
First National Bank, Minneapolis; and 
Edward F. Swenson, Jr.. vice president 
and trust investment officer, First Na- 
tional Bank, Miami. 


Friday, 9:15 A.M. 

“A Cost Analysis for your Trust De- 
partment” by John M. Cookenbach, vice 
president, First Pennsylvania Bank & 
Trust Co., Philadelphia. 

“Retirement Trusts — A Challenge to 
the Smaller Trust Departments” by Rob- 
ert 5. Swaim, vice president, First Na- 
tional Bank, Chicago. 

Panel on Estate Planning led by Wil- 
liam O. Heath, vice president, Harris 
Trust & Savings Bank, Chicago, and in- 
cluding as panelists: Eugene D. Badgley, 
director of agency special services, 
Equitable Life Assurance Society of the 
United States, New York; Clark W. 
Breeding, Dallas accountant; Joseph A. 
Mclain, Tampa attorney; and E. W. 
Nip»ert, vice president and trust officer, 
Fif.) Third Union Trust Co., Cincinnati. 


‘0 P.M. 


uncheon Address — “Civil Law ver- 
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sus Common Law in Trusts” by U. S. 
Circuit Court Judge John Minor Wis- 
om. 


2:15 P.M. 


Seminar on “How to Make a Cost An- 
alysis of Your Trust Department” led by 
John M. Cookenbach. 

Address by Byron E. Bronston, sec- 
ond vice president, Continental Illinois 


National Bank & Trust Co., Chicago. 


A A A 


Estate Planning Council 
Activities 

Southern Arizona — Estate and gift 
taxes were discussed at the September 
16 meeting by Emmet G. Ward, regional 
analyst, San Francisco office, Internal 
Revenue Service. 

An Estate Planners Day is scheduled 
for November 15 at the University of 
Arizona campus in Tucson. The pro- 
gram will include a morning lecture by 
Phoenix attorney Joseph T. Melczer, Jr.. 
on various phases of estate planning. 
The afternoon session will feature dis- 
cussion and solution of a posed estate 
planning problem by a panel consisting 
of Dr. James J. Lenoir, Professor of 
Law, University of Arizona (modera- 
tor); Joseph T. Melczer, Jr. (attorney) ; 
Dixon Fagerburg, Jr., Phoenix (ac- 
countant); William P. Pyper, C.L.U., 
Phoenix (insurance); and Robert D. 
Walker, vice president, Valley National 
Bank, Phoenix. 


Hawau—“Gifts to Minors” was the 
subject of a panel presentation at the 


September 19 meeting. The discussion 
included the new Territory of Hawaii 
law regarding such gifts, investments 
for minors and their tax implications, 
and the use of a funded trust for insur- 
ance. Speakers were: Richard Rice, 
moderator; C. F. Schutte, attorney; 
Stanley Matayoshi, C.P.A.; Douglas 
Takagi, insurance. 

Indianapolis—At the September 19 
meeting members heard an address by 
Maynard D. Conklin, treasurer of 
Champion Paper Co., Hamilton, Ohio, 
who has been a trust officer, an Internal 
Revenue Service man, and an insurance 
man. 

Des Moines—‘Professional Partner- 
ships” were discussed at the September 
9 meeting by Aksel N. Christensen of 
Northwestern Mutual Life Insurance 
Co. of Milwaukee. 

Louisville—“Dangers of Stock Re- 
tirement Agreement” was the subject 
presented by Ernest Woodward II at 
the September 26 meeting. 


Tulsa—Officers for the current season 
are: Pres.—Charles B. Neal, vice presi- 
dent and trust officer, First National 
Bank & Trust Co.; Vice Pres.—John M. 
McNamee, C.P.A.; Secy.—John A. Lad- 
ner, Jr., attorney; Treas.—Bill F. 
Stewart, C.P.A. 

Fort Worths Officers for 1957-58 are: 
Chairman: E. M. Lawrence, C.P.A.; 
First V. Chm.: David Ashley, C.L.U.; 
Second -V. Chm.: Bayard Friedman, 
Atty.; Sec.: S. P. Beaty, trust officer, 
Fort Worth National Bank; Treas.: R. 
H. McCreless, Life Underwriter. 








our 
services 
include 


‘ SAINT JOHN, N.B. a 





Estate Planning 

Executor and Trustee 
Administrator of Estates 

Agent for Executors or Trustees 
Management and Safe Custody 


Real Estate: — appraisals 


Trustee of Bond Issues 
Transfer Agent and Registrar 
Paying Agent 

Trustee of Pension Funds 
Trustee of Endowment Funds 
Mortgage Loans 


MONTREAL TRUST 


Company 


MONTREAL @ CALGARY @ EDMONTON e@ HALIFAX 
TORONTO @ VANCOUVER @ VICTORIA @ WINNIPEG 
REGINA a 
LONDON, ENGLAND 


— sales and purchases 


— management 


QUEBEC, P.Q. 
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Alabama Bankers Association 
Sets Up Pooled Pension Fund 


A pooled pension plan available to all 
members and associate members of the 
Alabama Bankers Association was estab- 
lished in November 1956. It now has 14 
participating banks and 25 more have 
requested cost studies. Current prospects 
indicate that the first full year will close 
with at least 25 participating plans. 
Eventually, it is hoped, participation will 
run between 40% and 50% of total 
membership. 

The program started when L. Y. Dean 
III, president of Eufaula Bank & Trust 
Co. and then president of the Associa- 
tion, appointed a Retirement Plan Com- 
mittee. This committee reported to the 
Association’s 1956 convention which au- 
thorized installation of the plan under 
supervision of the executive committee. 
The actuarial firm of Morss, Seal & Bret 
of New York and Dallas worked out an 
overall program, the necessary legal 
documents were executed, and First Na- 
tional Bank, Birmingham was named 
trustee. 

The pooling of investments and of 
mortality after retirement age, along 
with the cooperation of the actuary and 
the trustee, reduced the administrative 
cost of installing a plan under the Asso- 
ciation pension trust to approximately 
25% of the cost of installing such a plan 
on an individual basis. Member banks 
that already have a retirement plan by 
becoming a party to the trust agreement 
can bring to their banks the advantages 
of the pooled plan. Those without any 
existing plan can design one to meet 
their individual situations. 


a> &* G 


Dunckel Named New York 


Welfare Funds Adviser 


Wallis B. Dunckel, vice president of 
Bankers Trust Co., New York, and for- 
mer chairman of The American Bankers 
Association Committee on Employee 
Trusts, has been appointed by Governor 
Harriman to the state’s Advisory Com- 
mittee on Welfare Funds. This committee 
was formed to assist the New York 
Superintendent of Banks and the Super- 
intendent of Insurance on matters con- 
cerning the funds under their super- 
vision. It will also consider proposed 
changes in the law covering this area. 

The funds covered by the present law, 
as well as_ unilaterally administered 
funds for which regulation has not yet 
been authorized by the Legislature, 
represent the savings of hundreds of 
thousands of working men and women 
who will look to this committee, working 
with the insurance, labor and banking 
departments, to protect the interests of 
the beneficiaries. 
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Miss Dorothy Brown, 
widely publicised as 
North Carolina’s recently 
discovered “nature girl,” 
confers with Everett C. 
Stevenson, (left) vice 
president and trust offi- 
cer of Union National 
Bank, Charlotte, which 
will act as her financial 
guardian, and Dr. Budd 
E. Smith, president of 
Wingate College where 
she will complete her 
high-school education. 
Both Life Magazine 
and Ed _ Sullivan’s TV 
show _ publicized the 
guardianship which was 
established as the result 
of the flood of offers of 
help from all over the 
United States, as well as 





correspondence from promoters desiring to exploit her publicity. The bank as guardian 

will receive and invest all monies earned by Miss Brown or given to her, with distributions 

being made only with court approval. Arrangements have been made through an anony- 

mous benefactor at no cost to Dorothy for her to obtain high-school education at Wingate 

College. The bank’s present plan is to handle this account without charge as its contribution 

to the worth-while project of seeing that sudden windfalls do not spoil a normal youth 
and future. 





Named as a public member and chair- 
man of the committee is Frank L. Weil, 
attorney and partner in Weil, Gotshal & 
Manges. Other public members are Paul 
R. Hays, Columbia University professor 
of law, and William H. Mulligan, dean of 
Fordham University School of Law. 

The labor representatives include: 
John J. Brennan, secretary-treasurer, 
Building and Construction Trades Coun- 
cil of New York City; Wilbur Daniels, 
associate general counsel, International 
Ladies Garment Workers’ Union; and 
William J. Isaacson, general counsel, 
Amalgamated Clothing Workers. 

The management members, besides Mr. 
Dunckel, are: Gilbert W. Fitzhugh, sec- 
ond vice president, Metropolitan Life 
Insurance Co., New York City, and Rob- 
ert R. Logan, executive vice president, 
Construction Industry Employers Asso- 
ciation. Members of the committee serve 
without salary. 

A & A 
ESTATE PLANNING TO PRESERVE 
LOcAL BUSINES 

Featured speakers at a Financial For- 
um held September 30, by Depositors 
Trust Co. at the Augusta Country Club, 
Manchester, Me., were David R. Porter 
of David L. Babson Co., Boston, speak- 
ing on “Differences Among Common 
Stocks,” and Earl R. Hudson, President, 
Kennedy Sinclaire, Inc., New York, who 
discussed “How Estate Planning Af- 
fects Maine Business.” 

Mr. Hudson pointed out the trend of 
mergers in business and emphasized that 
estate taxes often forced local owners 
to sell out to larger organizations repre- 
senting outside interests. He then went 
on to describe, in words and on charts, 
proven methods of estate planning that 
minimize this tax threat to the owners 
of small businesses, their associates, and ! 
families whose interests are in Maine. 





State Bank Supervisors 
Elect Vermonter 


The National Association of Super- 
visors of State Banks voted at its 56th 
convention in New York last month to 
establish full-time permanent headquar- 
ters in Washington, D. C. Its purpose is 
to keep in closer touch with Federal 
legislation affecting banking and to pro- 
vide special research and statistical ser- 
vices. Financing for the permanent office 
will be accomplished by taking in state- 
chartered banks as associate members 
on a dues-paying, non-voting basis. 

Newly elected of- 
ficers were, as pres- 
ident, Alexander H. 
Miller, Commis- 
sioner of Banking 
and Insurance, 
Vermont; first vice 
president, William 
A. Burkett, Super- 
intendent of Banks, 
California; second 
vice president, William W. Jones, Com- 
missioner of Bank, N. C.; and third vice 
president, Randolph Hughes, State Bank 
Commissioner, Delaware. Edward H. 
Leete, Deputy Superintendent of Banks, 
New York, was elected treasurer, and T. 
David Jones, Jr., Deputy Commissioner 
of Banking, Virginia, secretary. 


ALEX. M. MILLER 


& & A&A 


TRUST ABSTRACTS 


® The use of abstracts, synopses or di- 
gest in administrative audit of est#tes 
and trusts was discussed at the recent 
annual convention of The National As- 
sociation of Bank Auditors and Comp- 
trollers, by Arthur C. Suhrbier, assistant 
auditor, Continental Illinois Naticnal 
Bank & Trust Co., Chicago. 
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Bank Information Quiz 
Gives Good Results 


Out of a staff of 3,700, a total of 1,818 
entered the most recent (1956) biennial 
“Know Your Bank Quiz” conducted by 
American Trust Co., San Francisco. 
Eligibility for cash prizes required that 
a contestant should answer (right or 
wrong) at least 150 of the 200 ques- 
tions in a 24-page booklet prepared fo: 
employees. These were True-False or 
Multiple Choice type questions. 


Included among the “Other Services” 
questions were inquiries concerning safe 
deposit boxes and the following true- 
false questions: 


The law imposes limitations on the 
bank’s charges for serving as executor 
or administrator. 


We recommend that wills be drawn 
by attorneys and that the bank be named 
as executor. 


A Trust is an arrangement by which 
one person receives benefits from a sec- 
ond person’s assets managed by a third 
person named by the second person. 


The officer in charge of the bank’s 
Investment Department is solely respon- 
sible for investment decisions affecting 
trusts. 

It is a requirement of both our Cus- 
todian Account and Agency Account 
that the customer relinquish title to se- 
curities and permit the bank full discre- 
tion to manage them. 


In a Real Estate Agency Account the 
bank will make leases for the customer 
but will not collect rents. 


(A multiple choice question.) If you 
know a person who wishes to be re- 
lieved of the “burden” of managing 
large investments in securities you 
should do one of the following: Express 
sympathy . . . Suggest he sell his invest- 
ments... Tell him you’d be delighted 
to relieve him of his burden . . . Suggest 
that he come in the bank and consult 
wilh a trust officer on a “Custodian 
Account.” 


Prior to the actual test, 2,700 mem- 
bers of the staff particpiated in two 
months of educational conferences. Each 
brench manager and department head 
Was sent leader guides (which assured 
ths: all sessions would be uniform) and 
source material which would cover all 
the questions to be asked. There has 
ne. or been any compulsion to hold these 
co ‘erences or to attend them, but they 
he: proven popular with both officers— 
w!» are not allowed to compete — and 
en. »loyees — who can compete. 
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New home for Boy Scout 
Troop 442 is a gift from |@, 
Citizens & Southern Na-. 
tional Bank, Atlanta. The 
bank started its Howell % 
Mill office in the cabin % 

while a permanent build- B= 
ing was being erected. ;6\= 
Later the cabin’ was ¥,ae 
given to the Scouts and ? 
moved for them to its ¢ 
present location accom- % 
panied by a torchlight, 
parade of Scouts and 
well-wishers. 





Although contestants enter the com- 
petition by number (names in a sealed 
envelope) they retain their question 
books and later receive their answer 
papers with corrections marked. Many 
offices and branches hold _post-quiz 
meetings to discuss the right answers to 
questions missed. Winners are notified 
in seven days, and with their managers 
and department heads atiend a lunch- 
eon with bank’s top officers and mem- 
bers of the quiz commiitee. Here they 
receive their checks and learn which 
prize each of them has won. 

The program has proven of such value 
that it has been continued over a period 
of 24 years. 


A A A 


Estate Planning Develops Both 
Trust and Bank Business 


Several years of operating an Estate 
Planning Department as the sales arm 
of the Trust Department of Manufactur- 
ers & Traders Trust Co., Buffalo, N. Y., 
has brought the record of new business 
closed from $1,500,000 to a high of 
$17,500,000 per year, with a correspond- 
ing increase in old business reviewed. 
The Estate Planning Department has 
been responsible for a growing volume 
includes 
loans of all kinds, checking and savings 















accounts, bond sales, Christmas Club ac- 
counts and safe deposit box rentals. The 
Trust Department has been enlarged to 
handle the additional work, and the ex- 
ecutive staff is more aware of the De- 
partment as contributing to both the 
prestige and the earnings of the bank. 

In preparation for this program a 
market survey of Erie County was made 
covering the years 1952-53-54. Of 2,169 
estates valued at $175,391,152 corporate 
executors settled 35 worth $4,012,857; 
corporate and individual executors set- 
tled 51 worth $18,687,334; and individ- 
ual executors settled 1,604 worth $132,- 
820,734. The remaining estates were in- 
testate. Competition therefore would 
come not from other trust companies but 
from individuals. 

How the estate planning department 
was developed, the selection of person- 
nel, sources of new business, and the 
public relations program that under- 
girded the effort are described in a 1957 
Project completed by James A. Purdy, 
assistant secretary at the Trust Com- 
pany. “Estate Planning — Its Contribu- 
tion to Trust Development and Bank 
Growth” was prepared in partial fulfill- 
ment of the requirements of the School 
of Financial Public Relations. Copies 
are available to members on a loan 
basis from the Financial Public Rela- 
tions Association. 
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Ohio's Oldest Trust Company 


Offers Complete 


a. 





Fiduciary Service 


oe 
THE CENTRAL TRUST COMPANY 
Cincinnati, Ohio 
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Women’s Advisory Committee 
Proves Its Value 


After 28 years of service, the Women’s 
Advisory Committee of Newton-Waltham 
Bank & Trust Co. (Mass.) is considered 
an essential and valuable part of the 
bank’s organization. Started in 1928 by 
Frank L. Richardson, then executive 
vice president of Newton Trust Co., the 
Committee is made up of one woman 
appointed by the bank from each com- 
munity in which an office is located. 
Only one of the present twelve members 
is directly connected with the bank — 
Miss Ruth Burns, assistant vice presi- 
dent, who is the Committee secretary. 


Primarily the Committee serves as 
liason between the bank and the women 
customers. Criticisms or suggestions 
made by the latter are held in confi- 
dence, discussed at the committee meet- 
ing, and if considered important enough, 
are then forwarded to the proper offi- 
cer. The Committee also keeps an eagle 
eye on the bank’s housekeeping, and 
particularly on the recreational areas of 
the women employees (Newton-Waltham 
has 226 of whom 11] are in executive 
positions). 


The educational activities of the Com- 
mittee began with arranging talks at 


women’s clubs about wills, trust funds, 
and budgeting. Later authoritative 
speakers on the nation’s economy and 
governmental financing were obtained 
with funds budgeted to the Committee 
by the bank. The speakers’ day at the 
clubs became known among their mem- 
bers as “Bank Day”, and Mr. Richard- 
son, who is now honorary chairman of 
the bank, said of the program, “We, as 
bankers, have the first responsibility to 
help people who believe our form of 
government is the best in the world... 
to understand what makes it function 
... It is vital that the voters of the com- 
munity learn about our economy .. .” 


& A A 


Scholarship Program Builds 
Good Public Relations 


The selection of Miss Beverly Gilmour 
of Madison, N. J., from among 55 ap- 
plicants as 1957 winner of Morristown 
Trust Co.’s $2,000 college scholarship 
contest completed another year of a pro- 
gram which that institution has found 
effective in building good public rela- 
tions in the several communities within 
its sphere of operations. 


Shortly after the school year begins, 
secondary school seniors whose home is 


in Morris. County, regardless of wi:ere 
they attend school, are informed of the 
college scholarship award. Publicity re. 
leases go to newspapers and radio, ind 
posters and pamphlets are distributed 
throughout the county by industries, 
libraries, and schools. Planned visits are 
made to 12 or more secondary schools 
in the area to discuss the program with 
the principal or guidance director, and 
in some cases it is explained directly to 
the students at a school assembly. 


Applicants must take the aptitude test 
of the College Entrance Examination 
Board. Awards are made on the basis 
of scholastic ability and promise, school 
and community activities, citizenship 
and leadership ability, and the need for 
financial aid. A scholarship committee 
of three educators from outside the 
county screens all applicants, personally 
interviewing about one fourth of them. 
The final selection is made early ina 


April. 


The winner receives congratulations 
at a simple ceremony and public notif- 
cation is made at graduation time. The 
ensuing fall the bank sends a $2,000 
check to the college of the winner’s 
choice. Unsuccessful candidates receive 
individual letters of encouragement. 








YOUR INVESTMENTS NEED CONSTANT CARE 


As a man’s investments grow, it becomes increasingly important 
to him that they receive the proper care and attention. In many 
cases the lawyer, noted for his devotion to the business of his 
clients, is unable to give adequate time and attention to the 
handling of his own investments. 

Periodic reviews of holdings, advice on the purchase and sale 


AS THEY GROW. 








of securities, prompt collection of dividends and interest, reports 
of income for taxes and other purposes, safekeeping of securities 
—all are matters which increase in importance as investments 
grow. Many busy, successful lawyers, finding it difficult to pro- 
vide adequate time for these matters, have found The Northern 
Trust Company’s Investment Management Advisory Service to 
be the solution to the problem. The fees for this service are 
modest and tax deductible. 

At The Northern Trust it will take you a minimum amount of 
time to obtain the maximum of assistance in these matters. If 
you feel this type of service may be of assistance to you, we in- 
vite you to call Mr. T. L. McDermand, Vice President, or one 
of his associates in the Trust New Business Division. 


THE 


NORTHERN TRUST 


COM PANY 


Northwest Corner LaSalle and Monroe Streets 
Chicago, Illinois ¢ Financial 6-S5500 


MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION 
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Staudard 
Causes 


for Wille’ 


By RALPH R. NEUHOFF 








Ralph R. Neuhoff 
is a practicing attor- 
ney and senior part- 
ner in the firm of 
Neuhoff & Schaefer 
of St. Louis, Mis- 
souri, where he has 
practiced law for the 
past forty years. He 
has been for prac- 
tically his entire pro- 
fessional career on the faculty of Washington 
University’s School of Law, teaching tax- 
ation. 














CLASS 52: INHERITANCE TAXES 


It will simplify the task of the executor if the will 
contains a provision that all inheritance and estate 
taxes shall be paid out of the residue of the estate, 
regardless of the reason for their imposition. See No. 
52.1. However, this should only be done where it is 
quite certain that it will not result in an undue and 
unexpected burden on the residue. In case of doubt, it 
is better to limit the payment of such taxes to assets 
passing under the will, which will then permit the 
operation of the remedial sections of the Internal Rev- 
enue Code, namely Section 2206, with respect to lia- 
bility of life insurance beneficiaries, and Section 2207, 
with respect to recipients of property over which de- 
cedent had a power of appointment. 

Where the widow is the beneficiary of a marital trust 
under the Internal Revenue Code with the result that 
all of the property belonging to that trust is taxable 
as a part of her estate, and she fails to make provision 
effective at her death by appointing some of the corpus 
for the purpose of paying estate taxes on her estate, 
the result may well be to wipe out or greatly diminish 
her own separate residuary estate, bringing about en- 
tirely unexpected results. To summarize, I.R.C. Sec- 
tions 2206 and 2207 tend to place the burden of Federal 
estate taxes due to non-probate transfers upon the 
persons who benefit therefrom. Such result should not 
be unwittingly interfered with by the tax clause of 
the testator’s will. As explained below, it may be neces- 
sary to prevent such diminution in the amount passing 
to the widow where such passing is essential to the 
marital deduction. See generally Annotation, “Construc- 
tion and effect of provisions of will relied upon as 


Pay all taxes out of residue 52.1 


My EXEcuToRS are authorized and directed to pay out 
of my estate all inheritance, legacy or estate taxes on my 
estate, or on the devolution of any portion thereof, or levied 
by reason of my death (including those levied on proceeds 
of policies of insurance on my life) whether or not the 
property, transfer or proceeds with respect to which said 
taxes are levied is a part of my estate at my death, and 
my EXECUTORS shall not require any transferee to reimburse 
my estate for said taxes so paid nor deduct the same from 


—_— 





*The first edition of Mr. Neuhoff’s will clause system, pub- 
lished ten years ago, met with wide success and the many 
requests for a revised edition have led to a completely rewrit- 
ten and expanded version. Major chapters are being pub- 
(shed serially in Trusts aNp Estates, and the entire system 
vill be published by us in book form later. Editor’s Note. 


— 
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affecting the burden of taxation,” 37 ALR2d 7; Anno- 
tation, “Ultimate burden of estate tax in absence of 
statute or will provision,” 37 ALR2d 169; and Annota- 
tion, “Construction and application of statutes appor- 
tioning or prorating estate taxes,” 37 ALR2d 199. 

The clauses which follow in this class do not purport 
to require that state or Federal death duties shall be 
borne pro rata by the beneficiaries. But some state ap- 
portionment statutes do have this effect. Such appor- 
tionment might interfere with the marital deduction 
by cutting down the amount passing to the widow under 
the will. For example, if certain designated property 
is left to the widow with the intention that it shall be 
included in calculating the marital deduction, this 
would be prevented in part if the particular inheritance 
tax clause of the will or the applicable statute should 
require that state or Federal estate taxes should be 
borne pro rata by the beneficiaries, including the widow. 
See generally, Est. of Rosalie Cahn Morrison, 24 T.C. 
(No. 109). Consider whether there should be 
a specific direction that such taxes should not be 
charged against property intended to qualify for the 
marital deduction. Ordinarily such a clause is not 
needed if there is a general direction, such as is con- 
tained in No. 52.1, to pay all inheritance or estate 
taxes out of the residue. 

The last portions of No. 52.1 and No. 52.2, having 
to do with state inheritance taxes, are inserted because 
of the possibility under the law of some states that 
later happenings may affect the amount of the state 
inheritance tax, and the absence of such a provision 
might interfere with the closing of the estate. 





the share of any beneficiary hereunder, provided, however, 
that, in the case of any state inheritance, legacy or estate 
tax, this provision shall apply only to the amount of said 
taxes which is assessed according to the situation at my 
death and not to any increase due to contingencies occurring 
after my death. 


Payment out of residue, but not with respect to 
property not passing under will 52.2 


My EXECUTOR is authorized to pay out of my estate all 
inheritance, legacy or estate taxes on or with respect to 
any property passing under this Will or on the devolution 
of any portion thereof, so that they need not be deducted 
from the share of the beneficiaries hereunder, but it is not 
my intention to provide that any payments which are im- 
posed with respect to any property not passing under this 
Will shall be paid out of my estate, and provided also that 
in case of any state inheritance, legacy or estate tax, this 
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provision shall apply only to the amount of said taxes 


and not to any increase due to contingencies occurring «fter 9 Re 
which is assessed according to the situation at my death 


my death. 
CLASS 53: ACCELERATION AND RENUNCIATION 











the 
It is usual to precede the acceleration clause by a which he had made to his children should not be e‘fec. shi 
clause to the effect that provision in the will for a tive if the widow elected to renounce the will. See for 9 tri 
spouse, such as the wife, is in lieu of dower or other example, Re Houston’s Estate, 371 Pa. 396, 89 A2d 525, de 
interest. Such clauses are given in Class 51. Since re- 32 ALR 2d 892, which held that such a provision was nu 
nunciation prevents a wife who was given a life estate, not invalid either as against public policy or as working J) je 
or other antecedent estate, from enjoying the same, a forfeiture. No examples of such a clause are given 
question arises as to what effect such renunciation below, although it is conceivable that such a provision If 
would have on the vesting of the remainder. might be highly effective in preventing a renunciation. 
In general the answer would depend upon the intent On the other hand, it might be quite unfair to punish B 
of the testator. See Annotation, “Effect of premature for the actions of A. See Annotation, “Validity and ef- ele 
termination of precedent estate to accelerate a contin- fect of will clause disinheriting children if surviving he 
gent remainder,” 164 ALR 1433. If the renuncia- spouse elects to take against will,” 32 ALR 2d 895. as 
tion introduces an obstacle to acceleration, as for ex- No clause has been set out to the effect that the widow an 
ample where dower is assigned to the widow, or there is should receive as much as she is allowed by the law of 
necessity of making compensation to legatees whose a particular state. This omission is intentional for the } Hi 
gifts have been impaired by the widow’s election, this reason that such a provision might be construed to 
will introduce a complication. See Annotation, “Failure mean that the widow gets what she would have received 
or renunciation of the precedent life estate given by a if the testator had died intestate, rather than the 
will, as accelerating the vesting of a remainder limited amount which she would get at all events even if a will 
thereon where enjoyment is postponed by the allotment attempted to deprive her of it. Since testators normally 
of dower or the necessity of compensating disappointed would desire the latter rather than the former, it is sug- 9; 
legatees,” 5 ALR 480. gested that in such circumstances the quantum which chi 
An alternative substitutionary gift may also bear on the widow is to get should be described. See re Estate of || 6, 
the question. See Annotation, “Effect of premature H. R. Miller, 243 Iowa 920, 54 NW 2d 433, 36 ALR 2d | 
termination of precedent estate to accelerate remainder 139, and Annotation, “What passes under provision of | 
of which there is an alternative substitutional gift,” 5 will that spouse shall take share of estate allowed or 
ALR 460. Difficulty arises where the remainder is con- provided by law or a provision of similar import,” 36 
tingent. See Annotation, “Effect of premature termina- ALR 2d 147. th 
tion of precedent estate to accelerate contingent re- The marital deduction under the Federal Estate Tax ] p¢ 
mainder,” 5 ALR 473. See also, generally, Annotation, (I.R.C., Section 2056) puts a new twist on the whole | T 
“Death of life tenant before death of testator as caus- subject of renunciation by a spouse. A widow who is so | th 
ing lapse or ‘acceleration’ of remainder,” 133 ALR 1367. disposed may greatly benefit the decedent’s estate, pos- | m 
In view of the foregoing considerations, it becomes sibly to the ultimate detriment of her own estate, if the ] ti 
apparent that some kind of an acceleration clause is in- will does not entitle the decedent’s estate to the maxi- | ot 
dicated in almost every will. Merely providing, as is mum marital deduction, and she renounces the will to | ot 
done in No. 53.1, that the estate should be administered take her statutory share. Under such circumstances, she | ™ 
as if the wife had died may not carry out the testator’s may be merely substituting a future estate tax on her 
wishes in the contingency of a renunciation. own estate for estate tax liability on her deceased hus- j & 
As an example, if a childless couple made wills leav- band’s estate. de 
ing approximately the same amount to the husband’s Where the widow renounces the will, she would not be § St 
relatives and to the wife’s relatives, and then after the entitled under the usual phraseology to any benefit of § th 
husband died the wife renounced the will, the result the clause with respect to payment of estate taxes. It § 4: 
would be to unduly favor the wife’s side of the family, may happen that the decedent’s domicile has a statute § 4 
because she would receive her statutory share, and in providing for apportionment of Federal Estate Tax. The § 4 
addition her relatives would get approximately one-half question will then arise whether property which went § th 
of what was left. See Re Estate of Maske v. Mehaffey, to the widow and formed a part of the marital deduc- J} > 
243 Iowa 1394, 55 NW 2d 474, 36 ALR 2d 285, and An- tion, thereby benefiting the estate, should nevertheless | 2 
notation, “Who must bear loss occasioned by election bear a portion of the Federal Estate Tax. For a case in J 
against will,” 36 ALR 2d 291. In a family situation which the widow was subjected to such a burden, see § th 
similar to the one just described, the testator would Re Gallagher’s Will, 57 N. Mex. 112, 255 P2d 317, 37 § P 
probably desire to provide that upon renunciation by ALR 2d 149, and Annotation, “Ultimate burden of j P 
the wife, all provision for her relatives should become estate tax in absence of statute or will provision,” 37 } % 
void. ALR 2d 169. In circumstances such as those just sup- | @ 
It is likely that, in some wills at least, the residuary posed, the widow may be going out of her way to bene- | © 
legatees would suffer the entire loss due to the renun- fit her deceased husband’s estate by increasing the 
ciation by the spouse. See Annotation, 36 ALR 2d 291, marital deduction and it would seem to be the point of ] t 
supra, l.c. 293, which refers to statutes of Colorado, IIli- wisdom not to place obstacles in her way. See discussion § P' 
nois and Iowa bearing on this subject. The matter under Class 52. “ 
should be carefully canvassed, especially since renun- The widow who renounces is frequently permitted | §' 
ciations are probably more frequent now than formerly, nevertheless to serve as executrix (see No. 53.2) but | P 
due to the impact of the marital deduction. there is less reason to permit her to serve as a cotrustee ] ® 
A testator might conceivably provide that bequests under such circumstances. ; 
( 
Renunciation by wife — effect dates from take instead her individual share allowed by law, then every 
testator’s death 53.1 provision of this Will shall be interpreted, read, adminis: ] 4! 
tered and carried out as if my said wife had died pricr to | P 
If my said wife should elect to renounce this Will and the date of my death. , 
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Renunciation by wife — but she may act as 
executrix 


33.2 


In the event that my wife should renounce this Will, 
then all of her rights in the said Trusts or under this Will 
shall cease, and my estate shall be held, managed, and dis- 
tributed as herein directed in the event that she had pre- 
deceased me. Neither this provision nor any such re- 
nunciation shall prevent my wife from acting as EXECUTRIX 
hereunder. 


If wife renounces she may not serve as executrix 53.3 


In the event that my wife should renounce this Will and 
elect to take in derogation thereof, then all of her rights 
hereunder shall cease and my estate shall be distributed 
as herein directed in the event she should predecease me, 
and she shall not serve as an EXECUTRIX hereunder. 


93.4 


In the event that my said husband shall exercise any 


Husband not penalized on renunciation 


election to renounce this Will, or to take in contravention 
thereof, in which matters I desire him to rely entirely upon 
his wishes and judgment, then all of his rights hereunder 
shall cease and my estate shall be distributed as herein 
directed in the event he fails to survive me, but he shall 
not thereby be debarred from serving as EXECUTOR or 
TRUSTEE hereunder, and receiving compensation therefor. 


53.5 


Wherever in this Will I have made provision for an in- 
come to any person from any trust or made provision that 
said trust shall go into effect, or continue during the life 
of any person, and such person shall for any reason become 
disentitled to receive any benefit under this Will, then, in 
any such event, the termination of such trust shall be ac- 
celerated (or the trust shall fail to go into existence, as 
the case may be) to all intents and purposes and to the 
same extent as if such person had predeceased me. 


Acceleration in general terms 


Note: If the only contingency contemplated is renunciation 
by wife, the clause mentioning her should be used instead. 


CLASS 56: POWERS OF APPOINTMENT— EXERCISE 


Three points to be watched in connection with exer- 
cise of powers of appointment are: (1) validity of exer- 
cise, (2) avoidance of inadvertent exercise and (3) tax 
consequences. 


1. Validity of Exercise 


Since a power of appointment must be exercised in 
the manner prescribed in the instrument creating the 
power, these requirements must be complied with. 
Therefore, if such a power may be exercised only for 
the benefit of a limited class of appointees, those named 
must be within the class described. If there is a limita- 
tion as to the manner of exercise, e.g. jointly with an- 
other, it is, of course, necessary that concurrence of the 
other holder is or will be obtainable in a manner per- 
mitted by the instrument creating the power. 

Where the exact details of the power are known, it is 
good draftsmanship to describe them meticulously, as is 
done in No. 56.3 rather than rely upon general language 
such as is contained in No. 56.1. It goes without saying 
that a testator has no more right to violate the rule 
against perpetuities in his exercise of a power, than in 
any other portion of the will. However, his freedom of 
action may be much more limited than it would be in 
the ordinary case of creation of a trust, for example, 
because the law of the state may prescribe that the rule 
against perpetuities is measured by the facts in exis- 
tence at the date of the creation of the first power, so 
that the first period covered by the exercise of the 
power of appointment may begin with a date which is 
prior to the date of death of the decedent, although the 
date of death would be the beginning date for the meas- 
ure of time under the rule against perpetuities in the 
case of an ordinary testamentary trust. 

As a matter of precaution, it might be well to see to it 
that, considering the instrument which created the 
power of appointment and the instrument which exer- 
cises the power of appointment, the whole period of time 
subtended by both instruments is such that if all of the 
Provisions had been contained in an instrument dated 
on the effective date of the instrument creating the 
power, the rule against perpetuities would not have 
been violated. 

With respect to successive powers, that is a power of 
appointment which is exercised by creation of another 
power, in all states except Delaware the rule against 
perjetuities is measured by facts in existence at the 
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date of the creation of the first power. See Lasser’s Es- 
tate Tax Techniques, p. 1127. 


2. Inadvertent Exercise 


Some powers of appointment require reference to the 
instrument creating the power. This is a good provision, 
but a particular power may have been conferred in such 
a way that a blanket exercise of all powers of appoint- 
ment possessed would exercise it. 

Inasmuch as an inadvertent exercise of a power of 
appointment might not conform to the true wishes of 
the testator, it would be best as a general rule not to 
draw the will in such a way that it might inadvertently 
exercise a power of appointment, even aside from the 
possible disadvantage of the tax consequences referred 
to below. Because some states have statutes to the effect 
that a residuary clause is deemed to exercise any power 
of appointment possessed by the testator in the absence 
of evidence of a contrary intention, it may be advisable 
to expressly disclaim any exercise of powers of appoint- 
ment, if any, possessed by testator, excepting only such 
as are expressly exercised. 


3. Tax Consequences 


Under Section 2041 of the 1954 Code, general powers 
of appointment created on or before October 21, 1942, 
are taxable only if exercised. Therefore, the situation 
should be canvassed to ascertain whether exercise is 
necessary, or whether the alternate disposition which is 
provided in the instrument creating the power of ap- 
pointment, or possibly merely by operation of law, will 
be satisfactory in view of the additional taxes to be en- 
tailed by exercise of such a privileged power. The sec- 
tion provides specifically that failure to exercise such 
a power is not deemed an exercise thereof. 

If taxes are to be incurred by the exercise or by the 
existence of a power of appointment, even though not 
exercised, it is necessary for the draftsman of the will 
to consider the source of the funds to meet them. It 
might well happen that these will be so heavy as to in- 
dicate that the exercise of the power should itself in 
some manner provide for the availability of such funds. 

In this connection the existence of a right of contri- 
bution must be considered. I.R.C. 1954, Section 2207 
gives the executor a right to recover from the person 
receiving property, by reason of the exercise or non- 
exercise or release of a power of appointment, such por- 
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tion of the total tax paid as the value of the property 
included in the gross estate bears to the sum of the tax- 
able estate and the amount of the exemption allowed in 
computing the taxable estate, unless the decedent di- 
rects otherwise in his will. This gives indemnification 
which may be sorely needed, but only if the testator 
does not otherwise provide in his will. It is, therefore, 
necessary to see to it that the provision concerning es- 
tate and inheritance taxes does not inadvertently frus- 
trate the protection afforded by Section 2207. Clause 
No. 52.1 probably would be considered a direction by 
the testator not to require such contribution. 

Since in at least one state the rule against perpetui- 
ties does not prevent a succession of powers of appoint- 
ment over an indefinite period, Congress has seen fit to 
direct legislation specifically against such powers of 
appointment. I.R.C. 1954, Section 2041(a)(3) includes 
within the gross estate any property with respect to 
which the decedent exercises a power of appointment 


56.1 


All the rest, residue and remainder of my property of 
whatsoever kind and character and wheresover situate be- 
longing to me at the time of my death together with all 
property, if any, with respect to which I may, either before 
or after the date of this Will, have a power of testamentary 
appointment, I devise, bequeath and appoint to the ____________. 
Trust Company, a corporation of , In Trust, 
however, for the following uses and purposes and subject 
to the following terms and conditions, to wit: 


Exercise in a residuary clause 


General and specific exercise of power of 


appointment 36.2 
By virtue of the power of appointment vested in me by 
that certain indenture of trust dated the ___ day of 
aa Fe eee and the 


grantee is _...._._.., and also by virtue of any authority 
vested in me either by an inter vivos conveyance or by any 
will to direct and appoint the way that any real or personal 
property shall go or vest, and regardless of whether such 
power is now vested in me or is hereafter vested in me at 
any time prior to my death, I hereby direct and appoint 
that all of said property of whatsoever nature shall go in 
fee simple to A. 


Detailed reference to source of power 56.3 

Whereas, under date of _... , my sister, A, de- 
scribed as being of —..... , as Grantor, did execute 
an indenture of trust wherein B and Trust Com- 


pany, a... corporation, are the Trustees, which 
indenture of trust vests a power of appointment in me 
under certain circumstances by the following language ap- 
pearing in said indenture of trust, to wit: 


“Tf, however, the Grantor’s said brother should die before 
the trust estate has been fully paid over to him free from 
trust, as hereinbefore directed, then the trust herein created 
shall cease at the time of his death (and after the death of the 
Grantor’s said father as above set out), and the Trustees shall 
pay over and deliver the property then constituting the principal 
of the trust estate to the descendants then living of the Grantor’s 
said brother, they taking per stirpes; or if no such descendant 
is then living the same shall go as the Grantor’s said brother 
may direct and appoint in and by his last will and testament, 
but if he should died intestate or otherwise fail to exercise such 
power of appointment, then unto the heirs-at-law of the Grantor’s 
said brother, as the same may be determined by the laws of the 
ee ae eo then in force.” 


3052 


created after October 21, 1942 by creating another )ow. 
er of appointment which under the applicable loca! law 
can be validly exercised so as to postpone the vesting 
of any estate or interest in such property or suspend 
the absolute ownership or power of alienation of such 
power for a period ascertainable without regard tc the 
date of the creation of the first power. It is believed that 
this applies to special powers as well as general powers, 
See Lasser’s Estate Tax Techniques, p. 1127. 

In the foregoing discussion, the terms “general pow. 
er” and “special power” have been used in their Federal] 
Estate Tax meaning. However, the meaning of “general” 
and “special” for tax purposes is not necessarily the 
same as for general probate purposes, and has varied 
even as between the various state inheritance taxes and 
the Federal Estate Tax. Therefore, it is suggested that 
the terms general or special power of appointment be 
not used in a will unless an indication is given of the 
sense in which the term is used. 


Now, therefore, by virtue of the said power of appoint. 
ment vested in me by said indenture of trust, and also by 
virtue of any other power and authority in that behalf 
vested in me, I do hereby will, direct and appoint that, in 
the contingency mentioned in the above quoted language 
from said indenture of trust as giving me the power to 
direct and appoint the way that said trust property shall 
go, that is to say, if under said circumstances no descendant 


of mine is living at the date of the termination of the Trust | 


estate referred to, and if moreover my wife, C, is living 
on the said date last mentioned, the property then consti- 
tuting the principal of said Trust estate shall vest in the 
TRUSTEES hereafter named for the following uses and _pur- 
poses, that is to say, said TRUSTEES shall take possession of 
said principal of said Trust estate, hold, manage and con- 
trol the same, and shall have such other powers, discretion 
and immunities as, in order to avoid repetition, I have set 
out below in this Will and made applicable to all of the 
Trusts created by this Will. 


(To be continued ) 




















An example of fine public relations appears in the reconstruction 
of the famous Gold Room in Bank of New York’s new Fifth 
Avenue Office. This room, created especially for the lady cus 
tomers shortly after the predecessor Fifth Avenue Bank opened 
in 1879, has been reproduced almost exactly. For example, the 
bank found that the original supplier of the damask walls had 
obtained twice the necessary amount and had preserved the 
balance, which was purchased and installed in the new room. 
Sixty of the older depositors have been on the books for ever 
60 years and 270 for fifty years or more. Some of the /adies 
literally wept to find their room so faithfully reproduced. Shown 
here are Dorothy Armbruster, vice president (r); Miss Tom 
Frissell, (1) whose grandfather was president of the bani for 
30 years and commissioned the painting over the fireplace: 2” 
(center) Olga Bendix, assistant secretary. 
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Making the Most of Your Estate — 
A Guide for the Salaried Man 
EARL S. MACNEILL. Harper & Brothers, New 
York, 182 pp. $3.50. 

Dedicating his book to the man on sal- 
ary whose income is sufficiently above the 
subsistance level to make some provision 
for his own and his family’s future, and 
“the rental of whose brains is his for- 
tune,” Mr. MacNeill presents here, very 
much as would a novelist, the stories 
of four flesh and blood men whose indi- 
vidual problems typify those confronting 
the salaried man. By means of these ex- 
amples, the reader is enabled not only to 
identify his own factual situation and 
problem with one or more of those 
dramatically portrayed, but thanks to 
the lively and graceful style which char- 
acterizes this work, he may easily and 
pleasantly follow the author’s develop- 


> Trust | ment of the desirable solution. 


living | 


Mr. MacNeill, who is a vice president 
of the Irving Trust Company of New 
York, and a widely known authority on 
trusts and estate planning, makes the 
observation that, whereas wealth was at 
one time principally land and its rents, 
or proprietorship in a manufacturing or 
trading enterprise and the income there- 
from, viz, “the rental of money,” there 
has developed in our generation a new 
kind of wealth that is “derived from the 
rental of brains” manifested not only in 
salary, but also in cash or stock bonuses, 
deferred or immediate profit-sharing 
plans, stock options, matching of savings, 
group life insurance, medical benefits, 
pensions, ete. 

In listing twelve components of the 
salaried man’s estate, among which 
is included a small block of stock in his 
own company, the author comments: 
“There is no large invested wealth here 
... There never were estates like this 
anywhere in the world. Estate problems 
have been created that cannot be solved 
by left-over answers to old problems.” 

How to shape these new estates into 
workable plans for the salaried man’s 
future is the substance of Mr. Mac- 
Neill’s exposition. The plan of his book, 
as indicated above, is to present the case 
histories of four salaried men, starting 
with that of Milo Watts who is employed 
aS an engineer at a salary of $15,000 
per year, and ending with that of Adrian 
H. \ates, described as “the man with 
too much income” who works “like a 
demon, absorbs responsibilities like a 
Spon;e, and each year reports increased 
earn ngs and resources to the stock- 
holders” of the company of which he is 
president. 
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After presenting and deftly solving the 
estate planning problems of his four 
prototypes, the author explains in more 
general terms the basic factors pertain- 
ing to wills, intestacy, trusts, gifts to in- 
fants, and role of the fiduciary, life in- 
surance and the like, as related to the 
salaried man’s estate plans. The inter- 
esting and intricate questions arising 
when one changes his home from one 
state to another are discussed in a chap- 
ter entitled “Jet Plane Travel and Cov- 
ered Wagon Laws;” and under the head- 
ing “Joint Tenancy, Trick or Treat?”, 
the author shuffles into place the hazards 
and blessings of jointly held property. 
In an Appendix, several excellent “cap- 
sule textbooks on taxation” are to be 
found, placed here, the author explains, 
so as not to be a roadclock to the “run- 
ning” commentary of his text... a text 
which demonstrates throughout a fine 
command of the subject matter. 


With its emphasis on the particular 
problems of planning the salaried man’s 
estate, its easy, pleasant style, and the 
practical background of its banker-law- 
yer author, this book constitutes a 
unique, valuable and welcome contribu- 
tion to the literature of estate planning. 


Tax Uses of Life Insurance 


SAMUEL J. FOOSANER. Callaghan & Co., 
6141 N. Cicero Ave., Chicago 30. 250 pp. 
$8.50. 

This book constitutes a timely and 
readable text for lawyers, trust officers, 
life underwriters and accountants, alike. 
In addition to analyzing briefly the sig- 
nificant provisions of the Federal tax 
law, as they affect life insurance, the 
book contains a series of tax techniques 
relating to life insurance, which may be 
employed in tax planning of one’s cur- 
rent business affairs, as well as his 
estate. The techniques proposed are re- 
sourceful and sound. They should prove 
helpful to those who advise clients in 
this important area of the tax law. Mr. 
Foosaner presents some provocative tax 
discussion, which should be of interest 
to professionals. 


The book is written in a style that 
makes it also understandable to the lay- 
man. Larger property holders should 
familiarize themselves with its contents, 
to alert themselves to the opportunities 
available. Mr. Foosaner’s volume makes 
a worthwhile contribution to the liter- 
ature on the subject. 


Reviewed by Edward N. 
Philadelphia Bar. 


Polisher, of the 


Taxation of Life Insurance 


BERTRAM HARNETT. Prentice-Hall, Inc., 
Englewood Cliffs, New Jersey. 296 pp. $6.50. 


Commencing with an analysis of in- 
surance underwriting and contracts, this 
book proceeds to describe in detail the 
imposition and effect of estate, gift, and 


income taxes upon life insurance, endow- 
ment and annuity contracts and their 
proceeds. It concludes with the use of 
business insurance and business pur- 
chase agreements. There are portions, 
also, dealing with trusts, alimony, em- 
ployer-employee relations, transfer and 
adjustment of policies, estate planning 
generally, and there is a separate chap- 
ter on the valuation of policies. 


Working With Revenue Code—1957 


JAMES J. MAHON. American Institute of 
Certified Public Accountants, 270 Madison 


Avenue, New York 16. 192 pp. cloth $3; 
paper $2.25. 
This is the latest version of the 


collection of practical solutions to speci- 
fic tax questions published annually by 
the American Institute of Certified Pub- 
lic Accountants. The book is based large- 
ly on material that has appeared since 
July, 1954 in “The Tax Clinic,” a col- 
umn edited by Mr. Mahon in “The Jour- 
nal of Accountancy,” in which seasoned 
practitioners and accounting executives 
discuss their experiences with the In- 
ternal Revenue Code and explain how 
they have handled special tax problems. 
Mr. Mahon’s current commentary pre- 
cedes many of the contributed items, all 
of which are arranged in Code order, 
with every item appearing under the 
section number to which it principally 
relates. As explained in the introduction, 
this volume is not intended to replace 
the. exhaustive studies now available in 
the tax services, but to show how leading 
practitioners, business executives and ac- 
countants have been solving tax prob- 
lems under the 1954 Code, 


A Selected and Annotated Bibliogra- 
phy of Estate Planning 

JAMES A. BYRD. Bureau of Business Re- 

search, The University of Texas, Austin. 41 

pp. 50¢. 

This bibliography, prepared primarily 
for the life underwriter, the trustee and 
the accountant, contains listings of books 
and articles published during the last 
ten years on the subject of estate plan- 
ning, the articles being selected for the 
most part from Taxes, Journal of Ac- 
countancy; Journal of the American 
Society of Chartered Life Underwriters; 
Journal of Taxation; and Trusts and Es- 
tates, although considerable material is 
listed from other sources. The perishable 
nature of much of the current material 
on the subject of estate planning makes 
this bibliography most useful. 


ARTICLES 


Charitable Trusts, the Fourteenth 
Amendment and the Will of 
Stephen Girard 


ELIAS CLARK, The Yale Law Journal, June, 
1957 (401 A Yale Station, New Haven, 
Conn. $2.) 


Taking a long look at the celebrated 


1053 








Girard trust under which the City of 
Philadelphia has for over a century 
operated a school for “poor, male, white 
orphan children,” Professor Clark, of 
the Yale Law School, traces the factual, 
legislative and decisional history of this 
trust and raises many thought-provoking 
questions. It is the author’s view that the 
Supreme Court’s decision declaring the 
trust violative of the Fourteenth Amend- 
ment is an incomplete solution to the 
problem of desegregation of charitable 
trusts. Two of the unsolved problems 
are, first, the now uncertain boundaries 
of state action with respect to the ac- 
ceptance and operation of charitable 
trusts, and second, the possibility of a 
challenge to long established principles 
governing such trusts. On the latter 
point the author cites the many trusts 
favoring Negroes as well as the numer- 
ous scholarship funds limited to Negroes 
now administered by State Universities, 
and their possible invalidity under the 
Supreme Court decision. New vistas in 
the constitutional field of discrimination, 
and some of the economic and social fac- 
tors involved in the Supreme Court de- 
cision are given serious study here. 


Death and Nonsense: The Decline 
and Fall of the Buy-Sell Agreement 
ROBERT O. SWADOS. Fordham Law Re- 
view, Summer, 1957. (302 Broadway, New 
York City 7. $1.) 

The life of the buy-sell agreement is 
not a certain one, says the author, lec- 
turer at the University of Buffalo Law 
School. Reviewing the recent develop- 
ments in decisions, rulings, statutes and 
the Commissioner’s proposed regulations, 
he finds that the “unkindest cut of all” 
was dealt in the recent decision of the 
New York Appellate Division in Matter 
of Galewitz. Case held that a surviv- 


ing stockholder-purchaser under a buy- 
sell agreement acquires not only the stock 
but also the estate tax liability attribut- 
able to his bargain. The Galewitz decision 
is discussed at some length. Also care- 
fully analyzed is the recent case of 
Casale (26 T.C. 1020) and the Tax 
Court’s next tragic step in the Prunier 
decision (28 T.C. No. 4). Suggestions 
are made for various “therapies” to keep 
the buy-sell agreement alive and kick- 
ing. Its author’s style makes this contri- 
bution on the subject easy reading. 


Joint Tenancies 
NEIL C. KIMMONS; 


Executors’ Income Tax Problems 
ALFRED T. CAPPS; 


Joint Tenancy Subject to Mortgage; 

Liability of Decedent’s Estate 

J. GORDON HENRY. 

Illinois Bar Journal, August 1957 (424 South 

Second St., Springfield. $1.) 

The first article listed above reviews 
thoroughly the rules pertaining to tax 
consequences of joint tenancies under 
the 1954 and prior codes. Included in 
the discussion are the considerations af- 
fecting the reporting of income and the 
basis for gain or loss with respect to 
jointly held property; the “new rule” 
and the “old rule” under the gift tax in 
creating a joint tenancy of real, as dis- 
tinguished from one of personal, proper- 
ty; and the rules for determining con- 
tribution in computing estate taxes 
where jointly held property forms a 
part of the decedent’s estate. The author 
also comments upon such questions as 
the marital deduction; the relinquishment 
of dower, curtesy or other marital rights 
in a decedent’s property or estate, and 
the incidents of jointly held stock and 
U.S. savings bonds under the 1954 code. 
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The author notes, incidentally, that 1. so- 
lution of the questions discussed mus be 
made, in most cases, under statutes and 
decisions in effect prior to the 1954 cde, 

The second article points out that ‘he 
rules governing the income taxatior. of 
an estate are not separately covered in 
the 1954 Code but must be “weeded out” 
of the various provisions of Subchajter 
J, which deals with the income taxaiion 
of fiduciaries of all types. The author 
does an excellent “weeding out” job and 
presents the various solutions to an 
executor’s income tax problems. 

The third note explores the seeming 
conflict in court decisions on the ques- 
tion of the ultimate liability of an ex- 
ecutor or administrator with respect to 
“a joint and several mortgage note 
executed by a decedent and the sur- 
viving joint tenant,” where such note 
is secured by the joint tenancy property. 
As a means of clearing up the confusion, 
the author notes the will clause advo- 
cated by the Probate & Trust Section of 
the Illiriois State Bar Association, and 
suggests that some testamentary pro- 
vision as to tax incidence in these situ- 
ations might avoid complications for the 
executor. 


Forgotten Funds: Suggesting Dis- 
closure Laws for Charitable Funds 
LOIS G. FORER. University of Pennsylvania 
Law Review. June, 1957 (3400 Chestnut St., 
Philadelphia 4, $1.25). 

The need for establishing a _ public 
register of charitable trusts in each 
county seat, as well as the necessity for 
notifying the state attorney general of 
litigation affecting such trusts, is amply 
and clearly demonstrated by Miss Forer, 
who is Deputy Attorney General of 
Pennsylvania. Stressing the important 
role played by foundations and char- 
ities in today’s economic life, the author 
cites. and analyzes a survey made in 
York County, which showed that in a 
community having a 1950 population of 
202,727, equally divided between urban 
and rural dwellers, a total of 286 char- 
itable trusts having an original value 
of $4,141,165 and now valued at $6,372,- 
353 had been created for the benefit of 
the community. In connection with the 
arguments advanced for legislation to 
control information pertaining to char- 
ities, the writer discusses the _ pro- 
visions of the proposed Uniform Super- 
vision of Charitable Trusts Act, which 
to date has been adopted in only one 
state, California. 


The Nonresident Alien’s Right To 
Succession under the “Iron Cur- 
tain Rule” 

AUSTIN HEYMAN. Northwestern University 

Law Review, May-June, 1957 (Chicago 11; 

$1.50). 

Restrictions on the payment of money 
or transmission of property from esiates 
of U.S. decedents to the heirs in ‘ron 
curtain countries are criticized as bing 
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contrary to the wishes of the testator and 
to cur traditional respect for the rights 
of private property and the corrollary 
rights of one generation to pass on 
property to a succeeding generation. The 


} author also points out that in most of 


the “iron curtain rule” cases the sums 
involved are not large enough to afford 
aid or comfort to a hostile power, and 
that invoking the rule may embarrass the 
conduct of foreign relations by the 
United States Government. The “iron 
curtain rule” is defended by this author 
where its application will defeat the 
transfer of property to a hostile foreign 
government. Cases and statutes of the 
various states, as well as Treasury De- 
partment rulings, are discussed. 


| Income Tax Consequences of Distri- 


butions of Stock Rights to Share- 

holders 

FREDERICK W. WHITESIDE, JR. The Yale 

Law Journal, June, 1957. (401 A Yale Sta- 

tion, New Haven, Conn. $2.) 

Decisions dealing with the taxability 
and valuation of stock rights as income 
have resulted in confusion which may be 
avoided, this author shows, by proper 
in the 1954 Code, and Subchapter C regu- 
lations on corporate distributions. Pro- 
fessor Whiteside lists and explains the 
legal and practical advantages to be 
gained under the 1954 Code by treating 
the date of receipt of taxable stock rights 
as the taxable event. 


Stock-Retirement Agreements — The 
Prunier and Sanders Cases 
ALBERT MANNHEIMER and JOEL IRVING 


FRIEDMAN, Taxes, August, 1957 (4025 W. 
Peterson Ave., Chicago 30, $.75). 


Contending that the language used by 
the government and the court in the 
Sanders case and by the court in the 
Prunier case was intended to apply ex- 
clusively to the unique facts there pre- 
sented, Mr. Friedman and the late Albert 
Mannheimer take the position that con- 
ventional stock-retirement arrangements 
are not affected by the decisions in 
Prunier and Sanders. The article makes 
an extensive analysis of the facts and 
decision in each case. 


Funding Stock-Redemption Agree- 
ments with Life Insurance 

BH. ARTHUR STEINBERG, Taxes, September, 

1957 (4025 W. Peterson Ave., Chicago 30, 

$.75). 

Until the pending appeals in the Prun- 
ier and Sanders cases are decided, this 
autoor feels that future arrangements 
for funding stock redemption by close 
cory orations should involve cross-insur- 
anc: and stockholder agreements rather 
tha corporate insurance and _ stock-re- 
der >tion agreements. As to existing 
Pla>s, he advises a “wait-and-see” atti- 
tuc . Mr. Steinberg’s viewpoint contrasts 
Sor ewhat with that of the article noted 
im”.ediately above. 


C° oper 1957 


PR CHECKLIST 


@ A Financial Public Relations Check 
List encompassing communications with 
shareholders, security analysts and the 
financial press, has been prepared by 
Weston Smith, originator of the inter- 
national annual report survey and 
creator of the Check List for a Well- 
Balanced Annual Report. The new list 
includes 26 techniques under three major 
headings, and enables a corporate officer 
in charge of shareholder relations to de- 
termine quickly how extensive his pro- 
gram is in the field of financial public 
relations. Copies are available without 
charge from Investment Dealers Digest, 
150 Broadway,- New York 38. 


TRUST GLOSSARY PUBLISHED 


A glossary of trust terms has been 
prepared for the trust department staff 
of United States National Bank, Port- 
land, Ore., by L. S. Severance, trust offi- 
cer. Compiled from various sources, the 
34-page booklet is alphabetically ar- 
ranged with concise definitions which are 
still long enough to convey an adequate 
idea of the meaning of each term listed. 

A A A 
@ Valley National Bank, Phoenix, Ariz., 
won first place in the annual report, 
consumer booklet and television film spot 
categories in the annual competition of 
the Affiliated Advertising Agencies Net- 
work. 
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KENNETH ROBERTS, author of 
“Northwest Passage,” “Arundel” and 
many other noted novels of American 
history, made two cash bequests to a 
friend and his niece, and left his real 
property outright to his wife. The re- 
mainder: of his estate was given to the 
Canal National Bank of Portland, Me., 
in trust for the benefit of Mrs. Roberts. 
The trustee is empowered to hold any in- 
vestments received by it and to make 
such investments as it deems appropri- 
ate, including the bank’s Common Trust 
Fund. The novelist, a lifelong resident of 
Kennebunkport, Me., urged that his real 
estate there be maintained in its “un- 
spoiled character” and that, should it be 
disposed of, restrictions on transfer or 
use be included so as to preserve the 
essential character of the property. Co- 
executors are the testator’s wife and the 
bank. 


L. RUSSELL KELCE, who rose from the 
Kansas coal pits to head an industrial 
empire which included the $100,000,000 
Peabody Coal Co., left a will by which 
he gave to his wife his farm in Mis- 
souri, an island in Rainy Lake, On- 
tario, and all his personal property, dis- 
claiming, however, any ownership of the 
china, silver and household goods in his 
home which he declared to be the proper- 
ty of his wife. After making bequests of 
Peabody common stock to several indi- 
viduals and charities, and specifying that 
the gifts to charities could be made in 
the equivalent in money, the testator 
provided that his wife is to receive that 
portion of the residuary estate which, 
together with other property passing to 
her equals the maximum amount al- 
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lowable as the marital deduction in de- 


termining his taxable estate for pur- 
poses of the Federal estate tax. 


One-fourth of the balance of the residu- 
ary estate is left in trust for the benefit 
of a son until he reaches thirty-four 
years “or until the third anniversary of 
the receipt of the trust funds by the 
trustee from my executor, whichever be 
the later in point of time.” The remain- 
ing three-fourths is to be held in separ- 
ate trusts for grandchildren of the 
testator living at his death. Distribu- 
tions of the trusts for the grandchildren 
are to be made in successive annual pay- 
ments after each attains the age of 
thirty years, the male beneficiaries to 
receive the principal of their trusts in 
eight annual distributions and the female 
beneficiaries to receive eleven such dis- 
tributions, the ultimate distribution date 
for the grandchildren’s trusts is to be 
upon the expiration of twenty years and 
eleven months after the death of the 
survivor of the son, a named grandson 
and a named granddaughter. 


Commerce Trust Co. of Kansas City, 
Mo., named as sole trustee of the trust 
for the son, and co-trustee with the son 
of the trusts for the grandchildren, is 
instructed that while stock of the Coal 
Company is held, “any contractual or 
leasehold rights or royalties in refer- 
ence to the mining, production or sale 
of coal” may not be sold by the trustees 
without first offering the same to the 
son or wife of the testator. Both wife 
and son, named as co-executors with the 
trust company, waived their right to 
this appointment and consented that the 
trust company qualify as sole executor. 
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PAUL STARRETT, architect and bilder 
of many noted landmarks, includ. 
ing the Empire State Building ang 
the Lincoln Memorial, left his est: te jp 
trusts for the benefit of his wife and two 
daughters. The estate is directed <o be 
divided into eight equal parts, four for 
the wife, three for one daughter, and 
one for the other. Upon Mrs. Starrett’s 
death, her trust fund is to be divided 
equally among their children, the issue 


of any predeceased child to take a eol- 
lective share outright, whereas the 
shares of surviving children are to be 


continued in trust until age 25. The 
principal of the trusts for the daughters 
passes at their death to their respective 
issue outright. United States Trust Com- 
pany of New York and an individual 
are appointed executors and trustees, 


BENJAMIN DANIELS, former president 
of A. S. Beck Shoe Corp., divided his 
estate into two trusts for the benefit of 
his wife and daughter. The trust for 
Mrs. Daniels consists of $100,000 or one- 
third of the estate, whichever is less, 
and is created in accordance with a prior 
written agreement with the wife. The 
will includes a provision that “should 
any powers herein granted entitle my 
wife to a personal right of election to 
take her intestate share of my estate as 
in intestacy, then and in that event the 
powers and authorities herein granted 
shall apply only to the trust estate and 
provisions made for the benefit of my 
daughter *** it being my intention that 
the provisions of my will shall be so 
construed and made effectual so that 
my wife *** will not be entitled to a 
personal right of election to take her 
share of my estate as in intestacy.” The 
trust for the daughter, consisting of the 
entire residuary estate, is to endure un- 
til the beneficiary reaches 45 years of 
age, but upon her marriage she is to 
receive 10% of the principal and from 
the time she is 21 years of age she is 
to receive $2500 annually. The daughter 
and another individual, with the Chem- 
ical Corn Exchange Bank, are named as 
executors and trustees. 


Other corporate fiduciary appointments: 


GEORGE P. METCALF, publisher of The 
Providence Journal and Evening Bulle- 
tin: Rhode Island Hospital Trust Co., 
co-executor and co-trustee. 


CHARLES McD. PUCKETTE, general 
manager of The Chattanooga Times: 
American National Bank and Trust Co., 
Chattanooga, co-executor. 


A A A 
FRED ALLEN ESTATE $1,341,421 


The estate of Fred Allen, who died 
March 17, 1956, has been appraised at 
$1,341,421 according to an inheritance 
tax return filed in the Cook County, Illi- 
nois, clerk’s office. Mr. Allen owned three 
parcels of property in Illinois valued at 
$62,980. The return estimated Federal 
taxes at $141,411 and state tax at $635. 





TRUSTS AND ESTATES 


Rel 


atrans! 





ceden 
benefi 
and 
retair 
later, 
nant 
Althe 
time, 
lease 
death 
deced 
HE 
retail 
powe 
In re 
i tive 
prep 
i] save 
| stitu 
Hof de 


Com 


Ch 


* certa 
ated 
, incor 


llife, 
‘|char 
{give 
half 
of a 
i|tune 
sary 
and 
dedu 
der 
devo 
certe 
time 

H. 
* faile 
’ ficia 
of it 
amo 
not 
Main 
ded 
(ha 
jug 

























le- 


ied 

at 
1ce 
lli- 
ree 

at 
ral 
35. 


TES 


‘retained by her. 


life, with certain remainders over to 


‘|charities. 
‘igiven discretion to use principal on be- 
‘|half of life beneficiaries for “expenses 
‘jof any illness, accident, other misfor- 


ESTATE TAX 
Release of power of appointment as 


Atransfer in contemplation of death. De- 
Jcedent created spendthrift trust for her 


benefit for life. Power to appoint corpus 
and accumulated income by will was 
Some fourteen years 
later, she released this power, her domi- 
nant motive being to save estate taxes. 
Although she was in good health at 
time, Commissioner determined that re- 
lease of power was in contemplation of 
death, and included trust property in 
decedent’s estate. 

HELD: For Commissioner. Decedent 
retained, through power of appointment, 
power to alter, amend or revoke trust. 


In releasing this power, dominant mo- 


tive was to save estate taxes. Where 
preponderant purpose of transfer is to 
save estate taxes, release of power con- 
stitutes transfer made in contemplation 


dof death. Est. of M. L. K. McIntosh v. 


Comm., 2d Cir. Aug. 30, 1957. 


Charitable deduction denied for un- 
certain remainder interest. Decedent cre- 
‘ated trust, providing for payment of net 
| income to his wife and sister-in-law for 








In addition, trustees were 


tune or emergency or, again if neces- 
sary, for their comfortable maintenance 
and support.” Commissioner disallowed 
deduction claimed for charitable remain- 
der on ground that amount ultimately 





devolving to charity could not be as- 
certained with reasonable certainty at 
time of decedent’s death. 


HELD: For Commissioner. Estate 





* failed to show that based upon life bene- 


ficiaries’ incomes and needs, possibility 
of invasion of corpus was remote. Since 
amount of charitable remainders could 
not be determined with reasonable cer- 
tainty as of decedent’s death, charitable 
teduction is not allowable. Est. of 
(harles H. Koinm v. Comm., T.C. Memo, 





jAug. 30, 1957. 


Statute of limitations on refund claims 
ff estate. Certain anticipated income 
ax refunds were listed as assets of es- 
ate for estate tax purposes. Two years 


“ter return was filed, it was examined 
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FEDERAL TAX NOTES 


SAMUEL J. FOOSANER 
Foosaner, Saiber & Schlesinger, Newark, New Jersey 


and some additional tax was paid. Later 
in same year it was determined that 
decedent actually owed income for the 
years in which refunds were anticipated. 
Assessment was paid by estate follow- 
ing year. Two years later, it now being 
five years after estate tax return was 
filed, estate filed claim for refund of 
estate taxes based on payment of addi- 
tional income taxes. Commissioner re- 
funded only amount of taxes paid with- 
in three years of time of filing of claim, 
refusing to refund balance on ground 
that three year statute of limitations 
had run against estate. 


HELD: For estate. No statute of 
limitations can run until cause of action 
arises. Any claim based upon additional 
income tax assessment could not have 
been successful if it had been filed prior 
to date of assessment. To hold otherwise 
would be palpably unjust. Liberal rule 
is to be applied where knowledge is 
with Internal Revenue Service, and cir- 
cumstances are of its own making. Court 
thus reasoned that claim was timely 
filed because it was filed (1) within 
three years after income tax assessment 
(2) within three years after estate tax 
became illegal (3) within six years after 
cause of action accrued. L. D. Reeves 
v. U. S., D.C. W.D.. Pa., Aug. 22, 1957. 


Ownership of property determined by 
factual circumstances rather than mere 
possession or recordation. Decedent, in 
ill health for many years, had worked 
only part time. He had separated from 
his wife, and at time of their reconcilia- 
tion he had no money of his own. Some 
seven years after their reunion wife 
purchased liquor store. In order to com- 
pensate him for his feeling of inade- 
quacy and insecurity, wife permitted 
him to handle store finances. Money was 
deposited under his own or assumed 
names. He had_ stockbroker’s account 
and title to two parcels of real estate 
was recorded in his name. Commissioner 
included in his estate those assets found 
in his possession and in his name. 


HELD: For estate. Assets represented 
proceeds of business owned solely by 
wife and were her property. Factua! 
circumstances proved assets were prop- 
erty of wife, notwithstanding possession 
and registration in decedent’s name. Est. 


of A. Rand v. Comm., 28 T.C. No. 115, 
Aug. 21, 1957. 


INCOME TAX 


Premiums paid on combined life and 
annuity insurance policy by corpora- 
tion not dividend to insured principal 
stockholder. Taxpayer was _ president 
and principal stockholder of corporation. 
Corporation entered into contract with 
taxpayer, obligating itself under cer- 
tain stated contingencies to pay him 
monthly income upon his attaining 
sixty-five, or in event of his prior death 
to pay stipulated sum to his nominees or 
estate. On same date company pur- 
chased life insurance policy on his life, 
maturing in year taxpayer would reach 
sixty-five. At that time payments would 
be made to him for life, or years certain. 
Death benefits were provided prior to 
maturity, to be paid to the corporation 
as beneficiary. Corporation was owner 
of policy and possessed all incidents of 
ownership. It paid all premiums, charg- 
ing them to surplus and carried policy 
as asset on its books. Commissioner 
charged taxpayer with dividend to ex- 
tent of annual premium paid. Tax Court. 
upheld Commissioner’s determination. 


HELD: Tax Court reversed. Policy 
was corporate asset in which taxpayer 
had no legal interest. Economic benefit. 
to taxpayer was not in form of life in- 
surance estate, but rather in new asset, 
which like others, he could proceed 
against in event of corporate default. 
under contract. In absence of finding 
indicating “sham” or lack of “bona 
fides,” entity of corporation is not to 
be disregarded merely because it is 
closely held. Casale v. Comm., 2d Cir., 
Sept. 5, 1957. 


Capital gains of captive trust taxable 
to grantor. Taxpayer incorporated busi- 
ness which he had operated as sole pro- 
prietor for many years. Three years 
later he created trust for benefit of his 
three children and transferred to it 
shares of corporate stock. Trust was 
irrevocable. It was to continue until tax- 
payer’s death or until youngest child 
attained twenty-five, whichever event 
later occurred. Taxpayer as sole trustee 
retained broad powers to control, man- 
age, and invest trust corpus, “as he 
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should see fit.” He could deal with him- 
self so long as transactions were in 
good faith and with sound discretion. 
Upon liquidation of corporation, Com- 
missioner charged grantor taxpayer 
with capital gain made by trust. 

HELD: For Commissioner. In light of 
broad control retained by grantor, he 
is to be regarded as owner of capital 
stock of trust. Capital gain resulting 
from liquidation is taxable to him. S. 
Apecella et al. v. Comm., 28 T.C. No. 
110, Aug. 9, 1957. 


GIFT TAX 


Trust income distributable in trustee’s 
discretion qualifies for annual gift tax 
exclusion. Wife conveyed real property 
to her husband as trustee to held 
for benefit of three minor children until 
age twenty-one. Trust provided that 
during minority of beneficiaries, trustee 
should at least annually use, expend or 
apply for beneficiaries’ benefit and com- 
fort net income as he deemed necessary 
or desirable. Commissioner disallowed 
exclusion claimed, taking position that 
because of discretionary power of trus- 
tee, amount of income passing to bene- 
ficiaries was uncertain. Gifts were gifts 
of future interests, against which an- 
nual exclusions are not allowable. Tax- 
payer paid deficiency and sued. 


be 


HELD: For taxpayer. Beneficiaries re- 
ceived present interests. Trustee was 
directed to distribute all of net income. 
Only discretion left to him was manner 
and means as to how he would apply it. 
Under terms of trust instrument, duty 
to apply income, amount and time of 
distributions were not left to trustee’s 
discretion. N. M. Munger v. U. S., D.C., 
M.D. Ala., Aug. 13, 1957. 


Marital deduction denied on transfer 
in trust where donee beneficiary was 
not entitled to all income of trust. Un- 
der terms of trust transfers, donee 
spouse was given power to call for 
corpus of trust. However, she was not 
entitled to income therefrom during her 
whole life. Commissioner disallowed 
marital deduction on ground that speci- 
fic requirement of Section 1004(a) (3) 
(E) of 1954 Code, that wife be entitled 
to all income from trust, was not met. 


HELD: For Commissioner. To be en- 
titled to marital deduction for transfers 
made in trust for donor’s wife, donee 
spouse must be entitled to all income 
from trust during her whole life. Failing 
this, interest will not qualify, notwith- 
standing fact that spouse can require 
distribution of corpus of trust to her. 
Harbeck Holsted v. Comm., 28 T.C. No. 
122, Aug. 28, 1957. 


REVENUE RULINGS 


Income Tax: Specific bequest under 
will qualifies as gift. In appreciation of 
faithful services performed by taxpayer, 





testator bequeathed specific sum to her, 
In same clause of will, decedent state 
that amount so bequeathed was to ip. 














clude all compensation for legatee’s ge. st 
vices as executrix under will. Alaba 
Service rules that in light of fact that aos 
specific bequest was not contingent upon Califo 
beneficiary’s performing duties of exe. J¢olor: 
cutrix, it is not taxable as compensation, §Conn« 
Bequest represents gift, excludible fron, §Delaw 
gross income. Rey. Rul. 57-398, LRB, §Distri 
1957-36, p. 7. Floric 
Georg 
Income Tax: Trust income to be ac. §/daho 
cumulated for ultimate distribution to j!!line 
grantor taxable to him. Grantor created | ane 
inter vivos trust for benefit of minor | sa 
son under terms of which trustee had Qxent 
discretion to distribute all or any part |Loui: 
of net income or principal for education, |}Main 
support, welfare, and _ well-being of (Mary 
beneficiary. Trust was irrevocable for Mass 
12 years. Upon termination of trust, Mich 
trustee had power to pay any accumula. =a 
tions-of income to beneficiary or grantor, Miss 
Service rules that power over current | Jyon 
income and eventual distribution of ac- [Nebr 
cumulated income to grantor takes trust |Neva 
out of ten-year trust provision of Sec- }New 
tion 673 of 1954 Code. Grantor will be }New 
treated as owner of trust, and income “ta 
therefrom is taxable to him. Rev. Rul. Nast 
57-363, I.R.B. 1957-32, p. 17. Nort 
Treatment of contributions to em- | oe 
ployees’ profit-sharing plan made. sub- bin 
sequent to year of commitment. Em- | Pen 
ployer made contribution to employees’ |} Rho 
profit-sharing plan after time within # Sout 
which accrual basis taxpayer can make J Soul 
contribution which may be allowable as Ten 
deduction for prior taxable year. = 
Pursuant to Section 404(a) of 1954 Ver 
Code, Service rules that employer is en- ¥ y;,, 
titled to “credit carry-over” for year 6! ||Wa, 
years in which commitment is paid. If | |Wes 
contributions paid in subsequent year (o Vis 
not exceed primary limitation of fifteen Wye 
per cent of compensation, in such event, = 
“eredit carry-over” is not applicable. os 
Where they do exceed primary limita- r 
tion they are deductible to extent they ry 
exceed lesser of (a) thirty per cent of |)... 
compensation of participating employees || (,) 
for such years, or (b) primary limitation 
of fifteen per cent plus “credit carry- 
over” of prior years. Rev. Rul. 57-378, 
I.R.B. 1957-34, p. 12. U 
e | 
Income Tax: Tax year of trust dis- , 
regarded where trust income chargeable 
to grantor. Corporation on calendar 
year basis, using accrual method of ac-# (3) 
counting, is grantor of revocable trust, # 
having fiscal year and using cash method 
of accounting. Grantor-corporation, hav- 
ing power to revoke trust, is co sidered & ( 
owner of trust. ; 
Service rules that under Sect on 671f 
of 1954 Code corporation must ‘nclude ‘ 
in its income gross income from © '! trust : 
properties. Rev. Rul. 57-390, I.R.<. 1957-4ja 


36, p. 16. 
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ALABAMA 


Act 396: Adopts Uniform Gifts to 
Minors Act. 


CALIFORNIA 


Chs. 207, 208 & 1671: Eliminate re- 
quirement of publication of notice of pe- 
tition for order to lease real property 
where will authorizes or directs same; 
slightly revise statutory form of probate 
notice; make several changes respecting 
publication of notice. (Probate Code Sec- 


*Supplementing previous reports. 














VALUATIONS of 


Close Corporation Stock 
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e Gift and Estate Tax 
Purposes 


a Sales, Purchases and 
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e Recapitalizations 
e Stock Option Plans 


e Sound Tax Planning 


For thoroughly documented apprais- 
als of closely-held corporation stock 
which can be supported by expert tes- 
timony if needed, we offer the ser- 
vices of a seasoned staff with many 
years of effective cooperation with 


leading attorneys, accountants, execu- 


tors and financial institutions. 





MANAGEMENT PLANNING, 
INC. 


Princeton, New Jersey 














Legislation Affecting Trusts and Estates” 


tions affected: 327, 780, 841, 1200.1 and 
1201.) 

Chs. 403, 502 & 1581: Make numerous 
revisions, mainly technical, in inheritance 
and gift tax statutes. 

Ch. 541: Amends Sec. 14341 of Revenue 
and Taxation Code to eliminate neces- 
sity of consent of Controller for each 
security to be transferred, allowing Con- 
troller to give general consent to Cali- 
fornia corporations or transfer agents 
permitting transfer of their shares to 
non-residents upon simple affidavit of 
residency. 

Ch. 562: Amends Sec. 1562 of Finan- 
cial Code to make it clear that a non- 
departmental bank may deposit trust 
funds awaiting investment or distribu- 
tion with itself upon pledge of securities, 
just as is required of departmental bank. 

Ch. 1959: Establishes alternative meth- 
od of arbitration of question of domicile 
for inheritance tax purposes. 

Ch. 1964: Makes minor change in 
Probate Code Sec. 350 relating to proof 
of lost or destroyed will. 

Ch. 2167: Makes union health and 
welfare programs subject to supervision 
and investigation of Insurance Commis- 
sioner, excepting funds or insurance poli- 
cies deposited with corporate trustee sub- 
ject to governmental supervision. 


DELAWARE 


Ch. 271: Adopts Uniform Fiduciaries’ 
Securities Transfer Act. 


MASSACHUSETTS 


Ch. 724: Adopts Uniform Gifts to 


Minors Act. 


MINNESOTA 


Ch. 601: Amends, among others, Sec. 
48.86, to permit corporate executor, ad- 
ministrator, guardian, or trustee whose 
deposits are covered by F.D.I.C. to tem- 
porarily invest not to exceed $1,000 in 
any one account in certificates of deposit 
issued by fiduciary. 

Ch. 621: Amends, among others, Sec. 
290.13, to provide that no gain or loss 
is recognized on distributions to cor- 
porate shareholder in redemption of 







stock for purpose of paying estate, jp. 
heritance, legacy and succession taxes, 
funeral and administration expenses, 

Ch. 777: Amends Sec. 292.08, subd, 9 
to permit filing of gift tax returns » 
April 15. 

Ch. 861: Amends and amplifies Sy 
525.161, relating to distributions 4 
escheated property and certain relate 
sections, 

Ch. 759: Amends Sec. 290.27, defining 
income of revocable trusts taxable 
grantor. 

Ch. 760: Amends Sec. 290.28, defining 
trust income taxable to grantor. 

Ch. 761: Amends Sec. 290.077, to in- 








clude all gross income acquired by rea. 
son of death of prior decedent or by le. 
quest, devise or inheritance from prior 
decedent and income received on intall- 
ment obligations acquired from decedent 
or prior decedent. 

Ch. 766: Amends Sec. 290.26, to limit 
exempt income derived from employees 
pension trusts to trusts organized in| 
United States. 

Ch. 846: Amends Sec. 290.25, defining 
items of income, deductions and credits 
attributable to trustors and others. 

Ch. 889: Amends Sec. 290.08, and 
defines exemptions from gross income to 
include, among other items, amounts re- 
ceived by beneficiaries or estate of en- 
ployee as employee’s death benefit. 


WISCONSIN 


Ch. 467: Repeals Model Gifts of Se- 
curities to Minors Act and _ substitutes , 
Uniform Gifts to Minors Act. 

Ch. 468: Adopts new code on guardian- 
ships. 


A A A 


@ The estate of William E. Boeing, 
founder of the Boeing Airplane Co., who 
died September 28, 1956, has been ap- 
praised at $22,386,158. The appraisal, 
filed in August in King County (Wash.) 
Superior Court listed large amounts of 
stocks and bonds but none in the ail- 
plane company. Federal and state in- 
heritance taxes are estimated at more 
than $9,000,000. 





The National 





Complete 
Trust Service 


Shawmut Bank. 


40 Water Street, Boston 





Trusts AND §-TATES 
















pre} 
of ¢ 
its 

Coll 
the 
Cou 
cree 
del} 
fus: 


sist 
pre 


dec 
mil 
ter 
Cit 
tha 
tee 
out 
rul 


fit’ 
th 





| ( 


tions of 
1 related 


defining 
xable to 


defining 


7, to in- 
by rea. 
or by be- 
om prior 
mn. intall- 
decedent 


to limit 
mployees 
nized in 


defining | 
1 credits 
rs. 

08, and 
ncome to 
yunts re- 
> of em- 
fit, 


s of Se-/ 
bstitutes , 


uardian- 


Boeing, 
Co., who 
een ap- 
opraisal, 
( Wash.) 
punts of 
the air- 
tate in- 
at more 








_ 


TATES 



































CHARITABLE TRUSTS — Trustee of 
Girard Estate Removed to Permit 
Ban on Negroes 


Pennsylvania—Orphans’ Court of Phila. Co. 





Girard Estate, Sept. 11, 1957. 


After the decision of the U. S. Su- 
preme Court holding that the Board 
of City Trusts was a State agency and 
its refusal to admit negroes to Girard 
College was, therefore, a violation of 
the Fourteenth Amendment, the Supreme 
Court of Pennsylvania vacated the de- 
crees of the Orphans’ Court of Phila- 
delphia County, which sustained the re- 
fusal, and directed the Orphans’ Court 
to take further proceedings not incon- 
sistent was the opinion of the U. S. Su- 
preme Court. 


The Orphans’ Court has now again 
decreed that negroes could not be ad- 
mitted to Girard College under the 
terms of the will, removed the Board of 
City Trusts as trustee, and announced 


j that it would appoint a substituted trus- 


tee in due course. The decision pointed 
out that the U. S. Supreme Court merely 
ruled that the Board of City Trusts was 
a State agency. Also, it is a univers- 
ally accepted rule of law that the dis- 
qualification of a trustee should not be 
permitted to defeat the purposes of a 
charitable trust. The trustee must be 
fitted to the trust and not the trust to 
the trustee. 


CLaims — Election Between Bequest 
and Claim; Legacy to Creditor as 
Discharge of Debt 


Florida—Supreme Court 
Lopez v. Lopez, 96 So. 2d 463. 


Testator died leaving three sons and 
a widow who was not the mother of the 
sons. The will left his wife certain per- 


sonal effects, bank accounts and all of 
; his real and personal property located 
in the United States. He devised the 








} Temainder of his estate, consisting of 
foreign holdings, to his three sons. The 
} Yicow elected to take dower. The sons 


osrought an action against the executors 
‘or an accounting of dividends from 
stocks and rents from real property be- 
onging to them which had been col- 
ected by the testator during his life and 
?ommingled with his own assets. The 


Bividow filed a petition to require the 
sons to elect between taking under the 


OcToBeR 1957 






will and maintaining their accounting ac- 
tion. 

HELD: The sons were not required 
under the circumstances to make an 
election. An election is required only 
where it can be found that the testator 
intended that the devisee or legatee under 
his will should not enjoy both the gift 
and the claim. 

Florida has departed by this decision 
from the further rule that when a 
legacy to a creditor of the testator is 
equal to or greater in amount than the 
indebtedness due the creditor, a pre- 
sumption is raised that the legacy was 
intended as a satisfaction of the debt. 
The court states that the more modern 
rule is that no presumption will be in- 
dulged that a legacy is in satisfaction 
of an indebtedness due the legatee and 
that it must appear from the will that 
it was the intention of the testator that 
it should so operate. 


NOTE: In view of this decision, it 
may be presumed in the future that a 
legacy to a creditor of the testator will 
not, absent any expressed intention in 
the will, raise a presumption that the 
gift was made in satisfaction of the 
indebtedness. It should be noted, how- 
ever, that the court did find sufficent 
exception to the general rule that raises 
such presumptions to make the election 
in the present case unnecessary even 
under the old rule. 


DISTRIBUTION — Negative Provision 
Insufficient to Disinherit Heir; At- 
torney-Client Communication Not 
Privileged 


United States—District Court, Eastern District 
of Michigan, Northern Division 


Howe v. Comstock, 151 Fed. Supp. 652. 


Testatrix named her daughter, sister, 
and niece beneficiaries but bequeathed to 
the daughter only $500, stating “I am 
intentionally making no further provi- 
sion for my daughter out of my Estate.” 
Will further provided that testatrix 
would subsequently execute a codicil dis- 
posing of her “other property.” Such 
codicil was never executed, although 
three months elapsed before the testa- 
trix’s demise. At trial, the testimony 
of counsel for the testatrix was admitted 
in evidence to determine specifically the 
intention of testatrix. 


HELD: 1. (Following established 
Michigan principle.) Negative words 
alone are not enough to disinherit an 
heir at law. There must also be present 
the actual disposition of the remainder 
of the estate. Otherwise, the court will 
presume the intention of the testatrix 
to be consonant with the Michigan laws 
of inheritance in regard to the property 
not disposed of by her will, viz., same 
shall pass as intestate property. 

2. Although the Probate Courts of 
the State of Michigan have exclusive 
jurisdiction in the “settlement of es- 
tates,” the Federal District Court has 
concurrent jurisdiction in regard to the 
construction of wills. 

3. The communications between testa- 
trix and her counsel were not privileged 
and testimony of counsel regarding said 
communications was admissible to aid 
in the construction of the will. 


DISTRIBUTION — Second Adoption 
Divests Child from Rights in Estate 
of First Adoptive Parents 


Colorado—Supreme Court 
Quintrall v. Goldsmith, 134 Colo. 410. 


Quintrall was first adopted by Mr. 
and Mrs. Wiltse. In the adoption decree 
the adopting parents agreed not to dis- 
inherit said child, which was one of the 
conditions of the decree. Quintrall was. 
thereafter adopted by Mr. and Mrs. 
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Fowler. After the death of Mrs. Wiltse, 
Quintrall claimed her estate by virtue 
of the provision of the adoption decree, 
claiming that she had the right to in- 
herit from her first adoptive parents 
under the adoption decree, regardless of 
the second adoption decree. 

HELD: The claimant had no standing 
as an adopted child of Wiltse. The sec- 
ond adoption decree divested the first 
adoptive parents of all legal rights and 
obligations in respect to said child. The 
second adoption decree superseded the 
first adoption decree, and the relation- 
ships thereby created. The claimant can- 
not be the adopted child of more than 
one set of adoptive parents at a time. 


FIDUCIARIES — Duty of Undivided 
Loyalty — Acting as Salesman of 
Trust Property Improper 


Rhode Island—Supreme Court 
Montaquila v. Montaquila, 133 A. 2d 119. 


Petition in equity by co-trustees for in- 
structions as to right to engage one of 
the co-trustees as a salesman of realty 
belonging to the trust estate. After de- 
cree authorizing such employment and 
payment for such service out of the trust 
estate, the co-trustee appealed. 

HELD: Permission to co-trustee to act 
as salesman was improper since there 
was inherent incompatibility between the 
status of trustee as such and status as 
an employee of the trustees who could 
create circumstances in which trustee 
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could not reasonably give his undivided 
loyalty to the trust and all its benefi- 
ciaries. 


INVESTMENTS — Trustees’ Invest- 
ments Need Not Keep Pace With 
Inflationary Rise in Economy 


New York—Surrogate’s Court, Westchester Co. 
Matter of Spitzer, N.Y.L.J., Oct. 3, 1957. 


Payment of trustees’ commissions was 
opposed on the ground that the trustees 
failed to discharge their duties and 
frustrated the testator’s intent in that 
the trustees did not invest in assets 
which would produce sufficient income 
and at the same time would hedge 
against inflation. The accounting period 
began in 1943. 

HELD: Objections overruled. There is 
no evidence that the trustees failed to 
discharge their duties. The account 
showed that the trust principal had sub- 
stantially increased in value and had 
produced sufficient income. 


“The objections in effect seek to charge 
the trustees with the duty of choosing in- 
vestments which will increase in value at 
a rate which will offset the inflationary 
tendency of the economy. The novel re- 
sponsibility which these objectants re- 
quest the court to impose on the trustees 
would introduce a new concept into the 
law, and would burden the court with the 
duty of determining whether the purchas- 
ing power of estate assets at the end of 
an accounting period is at least equiva- 
lent to the purchasing power of such 
estate assets at the time they were re- 
ceived.” 


The trustees properly carried out their 
classic duty — to invest prudently, pre- 
serve the trust fund and procure a just 
income. 

(See Tenney, “The Trustee, The Stock 
Market, and the Measure of Damages,” 
Sept. 1957 Trusts and Estates, p. 824.) 


LIFE TENANT & REMAINDERMAN — 
Former Entitled to Income of Trus- 
teed Partnership Earned Between 
Date of Death and End of Fiscal 
Year 


‘Tennessee—Court of Appeals (Western Section) 
McFadden v. Blair, 304 S.W. 2d 93. 












Decedent created a testamentary trug 
under which the income was payable t) 
the widow during her life. The bulk of 
the corpus was composed of testa‘ or’s jp. 
terest in a commercial partnership. The 
articles of partnership provided that Up- 
on the death of a partner, the busines 
should continue until the end of tne fisca| 
year, after which time there were pr. 
visions for liquidation of the interest 
decedent. Between the date of dec. 
dent’s death and the termination of the 
fiseal year, a large sum accrued as 
decedent’s share of the profits. In py. HI 
ceedings to determine the proper allo. vee, 
eation of these earnings, the Chancellor 
held that they should be proportionately defic 
divided between the life tenant and re.§?t | 
maindermen, the greater part being} the 
treated as corpus. ; 

HELD: Reversed. All of the earnings | 
should be treated as income of the trust 
and paid to the life tenant. This was the! 
manifest intention of testator. There is} 
a trend against the rule of apportio-| 
ment, and that rule will not be applied} 
to defeat testator’s intention. While there | 
are authorities supporting the holding 
below, the better rule is to the contrary. 
The trustees were compelled to leave the 
funds of the estate in the partnership 
for a specified time, and had no right 
to reinvest them during this period. This§“ 
fact indicates the testator’s intention 1" 
that earnings from the business during j ‘1! 
that period should go to the life tenant, § 
rather than indicating an intent to allo-] h 
cate them to corpus. } lati 

ine 

LIFE TENANT & REMAINDERMAN — } 10 

Gift of Sum from Income Did Not jin : 
Create Annuity 








be. 








Pennsylvania—Supreme Court > LIE 


Dwight Estate, 389 Pa. 520. ( 
’ 


( 


Testator created a trust of his residu- 
ary estate for his grandnieces. By © 
dicil he directed that there be paid first 
out of the income $1,000 a month to 4) 
friend for life, and by a subsequent] 4 
codicil he directed that $1,000 a month | int 
out of the income should also be paid} mine 
to another friend for life. Testator died | 
in 1934 and his residuary estate hal]... 
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shrunk so that the payments under the 
codicils were $217,000 and $225,000 in 
arrears at the time the beneficiaries 
thereof died. 

The executor of the beneficiary of 
he second codicil claimed the arrearages 
from the principal of the trust, which 
now amounts to $88,000, on the theory 
that the provision was an annuity and 
payable in all events either from prin- 
cipal or from future accruing income. 
The lower court denied the claim. 


HELD: Affirmed. The right of a lega- 
tee, whether he be an annuitant or an 
income beneficiary, to have an income 
deficiency made good out of corpus does 
not depend on any rule of law but upon 
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the intent of the testator and his rela- 
tionship to the objects of his bounty. 
The following factors are to be consid- 
ered: (1) presence or absence of a pro- 
vision permitting invasion, (2) whether 
recipient is a primary object of testa- 
tor’s bounty, (3) whether the gift was 
intended for the maintenance of the 
beneficiary, (4) presence of directions to 
pay from income, (5) disposition of ex- 
cess income, (6) whether the principal 
is to be kept intact and then paid to 
specified beneficiaries, (7) use of the 
word “annuity,” (8) absence of limita- 
tion of payment to income. The applica- 
tion of these tests leads to the conclu- 
sion that the gifts here are limited to 
income. 


In regard to whether they were cumu- 
lative and thus payable out of future 
income, the court found that there was 
no intent that the gifts should be paid 
in any event or under all circumstances. 


}LIFE TENANT & REMAINDERMAN — 
Open Mine Rule Not Applicable 
When Intent is Clear — Res Judi- 
cata 


Texas—Supreme Court 
Mitchell v. Mitchell, 303 S.W. (2) 352. 


Testatrix devised oil and gas royalty 
interests to a testamentary trust and 
designated income beneficiaries and re- 
maindermen. In a previous suit on the 
accounting phase of the will involving 


_—. 


only a few of the present parties, the 
Supreme Court had held that testatrix’s 
intent was to keep the royalty income in- 
tact for remaindermen. In the present 
suit for an accounting the same question 
with respect to the classification of the 
royalty income was involved, but new 
parties came in, and the income bene- 
ficiaries, defendants in the suit, con- 
tended that the open mine doctrine ap- 
plied and that consequently the royalty 
income should be allocated to income 
rather than corpus. Such contention was 
not raised in the previous suit. 

HELD: The open mine rule has no 
application where the intent of the testa- 
trix is clear as to the treatment of royal- 
ty income as between income and corpus. 
Since the Supreme Court had previously 
construed the will of testatrix to ascer- 
tain her intent with respect to such 
treatment, all parties to the present suit 
are bound by the previous construction 
of testatrix’s intent under the doctrine of 
res judicata. 


REVOCATION — Revocable Trust Be- 
came Fixed on Divorce Agreement 


Oklahoma—Supreme Court 
Harrison v. Johnson, 312 P. 2d 951. 


Trustor created a revocable trust with 
the income payable to him for life. Sub- 
sequently, trustor and his wife were di- 
vorced and entered into an agreement, 
incorporated in the judgment, that the 
trustees should hold the property in 
trust to pay one-half of the income to 
the trustor and one-half to his divorced 
wife during their respective lifetimes; 
upon their respective deaths their chil- 
dren succeeded to their interests, and up- 
on the death of both parents the chil- 
dren became entitled to the corpus free 
of the trust. 

Subsequent to the divorce, the trustor, 
without the consent of his children, re- 
voked the trust and obtained a recon- 
veyance from the trustees subject to “all 
the limitations and terms” of the divorce 
decree. Trustor subsequently conveyed 
a part of the trust assets and the grantor 
brought suit to quiet title. The lower 
court confirmed title in grantee. 

HELD: Reversed. The governing 
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statute, Section 175.41 of Title 60, O.S. 
1951, permits the revocation of a re- 
vocable trust by the trustor and of any 
trust by the trustor “upon the written 
consent of all living persons having 
vested or contingent interest therein. The 
term ‘contingent interest,’ as used in this 
Section, shall include an interest which 
a beneficiary may take by purchase, and 
exclude any interest which a beneficiary 
may take by descent.” When the hus- 
band and wife stipulated the terms of the 
trust, this had the effect of a contract, 
and the remaindermen consequently took 
their interest by purchase. The trust 
thereupon became irrevocable without 
the consent of all persons who had ac- 
quired a beneficial interest, and since the 
children had not consented to the revoca- 
tion, the attempted revocation was a 
nullity and the grantee from the trustor 
took nothing under the mineral deed. 


TAXATION — Estate & Inheritance — 
Failure to Exercise Power of Ap- 
pointment After Vesting Because 
Donee Adjudged Insane 


Minnesota—Supreme Court 

First National Bank of Minneapolis v. Com- 

missioner of Taxation, 84 N.W. 2d 55. 

The donor created irrevocable inter 
vivos trusts under which the donee en- 
joyed the income for life and had an un- 
conditional general power of testamen- 
tary disposition of the trust assets. The 
donee did not exercise this power of 
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appointment prior to his being ad- 
judged insane; his insanity continued 
until his death. Upon his death, the 
trust assets over which the donee pos- 
sessed the general power of appointment 
passed in default of exercise according 
to the provisions of the trust instrument 
co such persons as were the donee’s heirs- 
at-law. The Minnesota Board of Tax Ap- 
peals had held the transfer of the trust 
assets to the donee’s heirs-at-law to be 
a taxable transfer for purposes of the 
inheritance tax law which provided that 
the failure or omission to exercise a 
power of appointment is deemed to be a 
taxable transfer of property. 


HELD: Affirmed. A person who has 
control over the ultimate disposition of 
the property is treated as an outright 
owner for Minnesota inheritance tax pur- 
poses. It was not necessary that the 
donee be legally capable of exercising 
the power at his death, since prior to his 
incompetency he had several years’ op- 
portunity to control the succession by 
appointment and by failing to do so 
necessarily determined what persons 
would receive the property. The donee’s 
supervening insanity no more deprived 
him of the opportunity to appoint than 
his death at the time he became insane 
would have done. 

The Court left open the questions aris- 
ing where the legal capacity to exercise 
the power had never been vested in a 
donee prior to the donee’s death. 
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“Now you march right down and go 


bowling with the boys! How do you 
expect to go places with the firm if you 
sit home nights studying?” 





TERMINATION — Beneficiaries Can- 
not Compel Ending of Trust 


Rhode Island—Supreme Court 


Industrial National Bank of Providence v. Mil- 
ler, 133 A. 2d 629. 


Bill in equity for construction of a 
testamentary trust providing for an an- 
nuity to a niece of $1,000 per year until 
the trust fund, plus accumulations of in- 
terest, was exhausted. Upon the death 
of the niece prior to exhaustion of fund, 
any funds then remaining were to be 
added to a testamentary trust created 
for children, or upon death of a child 
before reaching 25, for such children’s 
issue. 


The children all assigned their inter- 
ests to the person entitled to the annuity 
and requested the trustee to bring a bill 
in equity to determine the trust and 
promised upon payment of the fund to 
the annuitant to release the trustee from 
all liability. The annuitant found it im- 
possible to live on the $1,000 a year 
and joined in the request for the ter- 
mination of the trust. 


HELD: If the time designated by the 
trust for its termination has not ar- 
rived, the beneficiaries, although they 
are all sui juris, cannot compel its ter- 
mination if its continuation is necessary 
to carry out one of the material purposes 
for which it was created. In this case 
periodic payments over a considerable 
period are a material purpose of the 





testator, and its present termination 


would defeat one of the main purposes ff 


of the testator, namely, that the ap. 
nuitant should receive $1,000 yearly. This 
is, therefore, not a trust which can | 
terminated by the beneficiaries. | 


penny yay 


TERMINATION — Trust Upheld De.) 
spite Identity of Trustees and } 
Beneficiaries 


Tennessee—Supreme Court 
Miller v. Miller, 304 S.W. 2d 74. 


Testator named his wife and two sons 
co-trustees of a testamentary trust, of } 
which they were equal income beneficiar. | 
ies. They had power of encroachment for ¥ 
their own benefit and power by majority 
vote to terminate the trust and divide | 
the corpus equally among them. The| 
trust automatically terminated in ten| 
years, at which time the corpus would 
be equally divided among the three bene. | 
ficiaries. All action by the trustees inj 
managing the estate was required tof 
be by majority vote. The widow filed the 
present action asserting the invalidity of 
the trust and seeking a decree for her 
portion of the corpus. The Chancellor 
sustained a demurrer to the bill. 

HELD: Affirmed. The terms of the 
trust render it active rather than pas- 
sive. This being true, there is no merger 
of the legal title of the trustees with 
their respective equitable interests. The 
mere fact that the trustees and bene-| 
ficiaries are identical does not destroy 
the validity of the trust, according to 
the modern and better authorities. Where 
no one trustee is free to deal with his 
own equitable interest without consent 
of the others, there is no merger, and 
the trust will be upheld. A different rule 








obtains when there is only one trustee 
who is the sole beneficiary of the trust. 


WILLs — Construction — “Heirs-at- 
Law” Determined as of Survivor's | 
Death 


Rhode Island—Supreme Court 


Rhode Island Hospital Trust Co. v. 
133 A. 2d 729. 
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A trust deed provided that upon the 
termination of a life estate it should 
continue until the death of the survivor 
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of Amey Arnold and Frances Arnold 











nination : ‘ 
Urposes # “and upon the death of said survivor 
the an. said trust property and estate shall be 
ly, This conveyed one-half (4%) to the heirs at 
can be | law of the said Amey Arnold, in accord- 
J ance with the statutes then in force in 
T the State of New York, in the case of 
ld De] persons dying intestate, and one-half 
Ss andj (%) to the heirs at law of the said 
1 Frances Arnold, in accordance with the 
7 statutes then in force in the State of 
14, 3 New York in the case of persons dying 
intestate.” 
Wo sons] Amey died in 1944 and Frances in 
rust, of Ht 1956. 
neficiar- 
nent for ¢ HELD: Notwithstanding the general 
najority {j rule that heirs-at-law are generally to 
1 divide || be construed as describing heirs-at-law 
m, The || of the ancestor at the time of his death 
in ten) and the fact that the law favors the 
s would || early vesting of remainders, the share of 
ee lier Arnold in the trust principal is 
stees in || distributable to her heirs-at-law deter- 
tired ty) )) mined as of the date of death of Frances 
filed the |q Arnold, the survivor. The word “then” 
lidity of J is clearly used here as an adverb of 
for her § time and not merely to denote an event. 
ancellor 
; WiLLs — Construction — Vesting 
of the under Executory Devise 
podoudl Oregon—Supreme Court 
| pap Estate of Samuel H. Palmer; Erickson v. Pal- 
es with mer, 65 Ore. Adv. Sh. 23. 
sts. The — 
Ss tee Plaintiff, daughter of the decedent, 
destroy commenced a proceeding for the con- 
ding to struction of his will seeking to have her- 
. Where self declared to be testator’s sole heir 
with his ¥ 2t law and owner in fee of a parcel of 
consent real property. Plaintiff is the testator’s 
rer, and only child by a previous marriage. The 
ent rule] defendants were the widow of the de- 
trustee | ceased, a minor daughter of the plain- 
e trust, § tiff, and a bank as executor of the estate. 
} Under his will the deceased expressed 
Leirs-at: | a desire to continue the operation of his 
irvivOrs |] partnership business and that the ex- 
ecutor give to three employees the first 
rt opportunity to purchase equal shares 
v. Arnold, f} at the value placed thereon by the 
) appraisers of the estate. If proper ar- 
:pon the |} Tangements were completed within eight 
t should Months following his decease, then the 
survivor |] Teal property in question was given to 
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the bank in trust for purposes specified 
in Paragraph VIII. In the event that 
proper arrangements were not perfected 
within such period, then the real prop- 
erty was devised to the widow. 


Paragraph VIII divided the residuary 
estate into two equal parts, one to 
the widow and the other to the bank 
as trustee for the plaintiff and her 
daughter, and any children of the plain- 
tiff. The real property was owned by the 
deceased but it was leased to and used 
by the partnership operation. 


All parties agreed on the legal propo- 
sition that the will created an executory 
devise of the real property under which 
the vesting did not take place at the 
death of the testator, but only on the 
happening of some future contingent 
event. The plaintiff took the position 
that the real property did not vest at 
the time of the death of testator and 
there was no other disposition thereof 
by the will, and therefore the real 
property descended immediately to the 
plaintiff by operation of law as intes- 
tate property. The trial court found 
in favor of the defendants. 


HELD: Affirmed. There were two 
alternative executory devises. The ex- 
ecutor at least was entitled to posses- 
sion of the property during the period 
of probate which extended beyond the 
eight-month period and the estate was 
therefore entitled to all of the rents and 
income, and in view of the residuary 
clause of the will, there was a vesting 
of whatever proceeds may have been 
attached to the estate during the eight- 
month period and one of the alternative 
executory devises under the will would 
result in the vesting upon the happen- 
ing of either one of the events. Negoti- 
ations for the partnership were not com- 
pleted within the eight-month period and 
the title to the property thereupon be- 
came vested in the widow. 


WILLs — Contractual — Oral Con- 
tract to Bequeath Property Unen- 
forceable 


Indiana—Appellate Court 
Hurd v. Ball, 143 N.E. 2d 458. 
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Plaintiff instituted this action for the 
specific performance of an oral contract 
allegedly entered into between his 
mother and the decedent. The defend- 
ants were the decedent’s widow, legiti- 
mate children and executors and trus- 
tees under his will. Plaintiff alleged that 
he had been born out of wedlock in 
1940 and that decedent was his father. 
Plaintiff further alleged that the dece- 
dent recognized him as his child and 
at the time of his birth entered into an 
oral contract with his mother whereby 
his mother promised not to bring any 
legal action against decedent for the 
plaintiff’s support and maintenance, and 
in consideration thereof the decedent 
promised to support and maintain plain- 
tiff throughout his infant life and 
further promised that he would make 
plaintiff a beneficiary in his will so that 
he would share equally with the dece- 
dent’s other children. Plaintiff alleged 
that his mother fully performed all pro- 
visions of the contract on her part to 
be performed, that decedent did support 
plaintiff until he was five years old, but 
that decedent failed to make a specific 
bequest to’ plaintiff in his will. 


The defendants’ answer averred that 
the agreement could not be performed 
within one year from the making there- 
of and was unenforceable under clause 
5 of the Statute of Frauds; that the 
decedent’s residuary estate consisted of 
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both real and personal property and, 
therefore, the oral agreement was un- 
enforceable under clause 4 of the Stat- 
ute of Frauds; and that one-fourth of 
the personal property of decedent’s es- 
tate exceeded $500 in value and, there- 
fore, the oral agreement was unen- 
forceable under Section 4 of the Uni- 
form Sales Act. 


The trial court allowed the defendants 
to introduce evidence as to the real and 
personal property in the decedent’s es- 
tate and the valuation thereof in ad- 
vance of the plaintiff’s case, and at the 
conclusion of this evidence found that 
the oral contract was within the Statute 
of Frauds and entered judgment for de- 
fendants. 


HELD: Affirmed. Insofar as_ the 
complaint was based upon the failure 
to support and maintain the plaintiff 
throughout his infant life, it was unen- 
forceable as within the fifth clause of 
the Statute of Frauds; and in so far 
as it was based upon a failure to make 
a bequest and devise to plaintiff, it 
was unenforceable as within the fourth 
clause of the Statute of Frauds and 
Section 4 of the Uniform Sales Act. The 
court rejected the argument that the 
plaintiff’s mother by refraining from fil- 
ing or prosecuting an action against 
decedent has given “something in earn- 
est to bind the contract” or as “part 
payment” as required by the Uniform 
Sales Act. The court also rejected the 
argument that the oral contract had 
been withdrawn from the provisions of 
Clause 4 of the Statute of Frauds by 
full and complete performance of the 
contract by the mother. 


WILLs — Joint & Mutual — Agree- 
ment to Make Reciprocal but Not 
Irrevocable Wills 


South Carolina—Supreme Court 
Looper v. Whitaker, 98 S.E. 2d 266. 


Action to establish a contract to make 
a will. Plaintiff, an elderly man, married 
his second wife in 1933, and being in 
poor financial condition with the mort- 
gage on his home about to be foreclosed, 
title was taken in the name of the wife 
and she thereafter regularly made the 
payments on the mortgage. In 1942 an 
attorney prepared reciprocal wills for 
them whereby they devised and be- 
queathed to each other all of their 
property. In 1946, without the knowledge 
of the plaintiff, his wife went to the 
same attorney and prepared a new will 
whereby she devised a life estate in her 
property to the plaintiff with the re- 
mainder to her sisters. She died in 1955, 
after which the plaintiff learned of the 
later will. 

Plaintiff alleged that there was a con- 
tract to make and keep in force mutual 
wills whereby each would be the sole 





beneficiary of the other; that he had per. 
formed his part of the contract bu: that 
his wife had violated her part, anc that 
the property left by her was impressed 
with a trust for his benefit in fee sim. 
ple. He sought specific enforcement of 
the alleged contract and declaration of 


se ROS 


trust. The plaintiff obtained judgment in 


his favor. 


HELD: Reversed. An agreement to 
make mutual or reciprocal wills does not 
necessarily constitute a contract to keep 
them in force. The testimony was in- 
sufficient to establish a definite contract 
to keep the wills in force. To establish 
such an agreement the testimony must 
be clear, definite and convincing and 
must more than preponderate, The evi- 
dence here established that the husband 
and wife went to an attorney and sought 
advice, and had an agreement between 
themselves to make reciprocal, but not 
irrevocable wills. 


WILLs — Joint & Mutual — Terms 
Prevailed over Conflicting Will 
Executed after Death of Joint Tes- 
tator 


Texas—Court of Civil Appeals 
Leopold v. Sochat, 303 S.W. 2d 840. 


In 1930 Mr. and Mrs. Leopold, hus- 
band and wife, executed a will described 
as “our mutual joint Last Will and 
Testament,” Paragraph I of which pro- 
vided that each left all to the surviving 
spouse and Paragraph IV of which pro- 
vided that “it is the last Will and De- 
sire of each of us that the surviving 
spouse shall make a Last Will and Testa- 
ment” and leave $5,000 each to N, E. 
and A. C. Leopold, plaintiffs herein, and 
provided further that “it is our inten- 
tion and Will and Desire that the sur- 
viving spouse will bequeath to them these 
additional amounts of $5,000 each.” 


Mr. Leopold died in 1943. In 1948 Mrs. 
Leopold executed a will in which she 
acknowledged the previous joint will but 
left all of her property to defendants. 
At Mrs. Leopold’s death in 1953, plain- 
tiffs sued defendants, praying that a 
trust be established in the property pass- 
ing under the joint will. 


HELD: Paragraph IV of the joint 
will was not precatory in nature for it 
expressed an intention of _ testators, 
rather than a mere desire, that the sur- 
vivor should bequeath $5,000 each t0 
plaintiffs. The language of the joint will 
showed that it was executed pursuant 
to a contract between Mr. and Mrs. Leo- 
pold. 

Though it cited language indicating 
that Mrs. Leopold, after accepting the 
benefits of the joint will, may have been 
estopped from making @ conflicting will, 
the Court, in giving judgment to. plain- 
tiffs, placed emphasis upon the fact tlt 
the parties mutually agreed to le ve 4 
bequest to plaintiffs. 
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W1_Ls — Probate — Administrator 
C.T.A. May Be Designated Only 
By One Entitled to Serve 


Washington—Supreme Court 


Borman’s Estates, 150 Wash. Dec. 750; 314 


P. 2d 617. 


Borman and his wife separated in 
1927. A few years later Borman and one 
Lois started living together as husband 
and wife. On October 10, 1950, Borman 
and Lois executed wills in Paris, France. 
He bequeathed all of his estate to her, 
leaving $1.00 to his daughter. Later, 
while temporarily in Washington, D. C., 
Borman and Lois, as husband and wife, 
executed a joint codicil to their wills 
“executed in November 1950, and now 
residing in our safety deposit box in 
The Pacific National Bank of Seattle.” 
By the codicil, each left his property to 
the other, if the other survived by one 
week, otherwise to Lois’ children. The 
codicil provided that Borman’s daughter 
and her husband and descendants should 
receive nothing, and if they sought to 
set aside the will as amended, they 
should receive $1.00 in lieu of any other 
interest in the estate. After Mrs. Bor- 
man divorced him in March 1956, Bor- 
man married Lois. He died in July 1956. 
Lois died in September. 


One of Lois’ children petitioned the 
court to admit the wills and codicil to 
probate, to consolidate the estates of 
Borman and Lois, and to appoint 
Seattle-First National Bank administra- 
tor with the wills annexed. 


Borman’s daughter and his ex-wife, 
as a creditor of the estate, objected to 
the petition, and asked that a named in- 
dividual be appointed administrator, or 
in the alternative, that the estates be 
probated separately, and he be appointed 
administrator of Borman’s estate. 


The Trial Court (1) admitted the wills 
and codicil to probate; (2) appointed 
Seattle-First National Bank administra- 
tor with the wills annexed and directed 
the bank to commence a declaratory 
judgment proceeding to construe the 
wills; (3) found that the estates need 
not be probated separately; and (4) de- 
nied the petition for the separate pro- 
bate of the Borman estate. The daughter 
appealed. 


HELD: Remanded with instructions to 
modify. By statute trust companies and 
na'onal banks may act as administra- 
t or guardians “upon petition of any 

on having a preference right to such 
intment,” and may act as executors 
‘uardians when so appointed by will. 

s a trust company or a national bank 
appointed administrator only on 
vetition of a person who is himself 
‘fied to serve as such. The petition- 

as non-residents of Washington, 

‘- not qualify as administrators. They 
1ot have the statutory prerequisites 


TOBER 1957 


to petition the court to appoint a na- 
tional bank as administrator. 


When the wills dated October 10, 1950 
were removed from the safety deposit 
box, the codicil was found in the same 
box. There were no other wills found 
bearing a 1950 date. Two other wills 
were found dated 1943. It is the Court’s 
duty to determine which of the wills 
the testators intended to modify by the 
codicil. The court’s determination that 
the codicil was to modify the wills of 
1950, rather than the wills of 1943, is 
sustained by the evidence. 


WILLS — Probate Conditional 
Testament Held Inoperative 


Kentucky—cCourt of Appeals 
McCray v. Long, 303 S.W. 2d 296. 


In July of 1952, decedent entered the 
hospital to have an operation to remove 
a cancerous bladder. Shortly before that, 
she executed her holographic will which 
provided: 


“IT go to the hospital very soon for an 
operation. In case of my death, and only 
in case of my death, I want to leave *** 
(a distribution of her property followed) 
*** This is only to be carried out in case 


of my death from this operation in the 
near future.” 


Decedent survived the operation but, the 
malignancy not having been eliminated, 
she died from cancer in March of 1954. 
The suit was between the chief bene- 
ficiaries under the will and the heirs at 
law of decedent. 


HELD: The holographic will was in- 
tended to be contingent and not perma- 
nent since decedent specifically provided 
that the will was to be effective only in 
case of her death “from this operation 
in the near future.” The will was in- 
operative because the contingency never 
happened. Decedent had died not “from 
the operation” but rather from the dis- 
ease, and, furthermore, “death in the 
near future” means a period less than 
almost two years. 


WILLs — Probate — Declaratory 
Suit Involving Will Requires Le- 
gatees as Parties 


Oregon—Supreme Court 
Stanley v. Mueller, 65 Ore. Adv. Sh. 161. 


Suit was brought under the Declara- 
tory Judgment Law. The litigation in- 
volved an alleged prenuptial agreement 
between the defendant and his deceased 
wife. Plaintiff, administrator of her es- 
tate, alleged that the agreement pro- 
vided that upon the death of either 
party the survivor would not take or 
claim by inheritance, or otherwise, any 
part of the property of the other. The 
defendant, as surviving spouse, had 
elected to take one-fourth of the per- 
sonal property in addition to his curt- 
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esy. The trial court found that the 
agreement had not been established by 
competent evidence and entered a de- 
cree that the defendant was _ entitled 
to one-fourth of the personal property 
of the decedent but not to any curtesy 
right. 

HELD: No determination on _ the 
merits. For the first time in the pro- 
ceeding, question was raised on appeal 
as to whether or not the suit was prop- 
erly brought for declaratory relief. The 
will made bequests to ten legatees, none 
of whom was made a party to the pro- 
ceeding for declaratory judgment. Un- 
der the statutes, when declaratory relief 
is sought “all persons shall be made 
parties” who have or claim any interest 
which would be affected by the declara- 
tion. Even though the question had not 
been raised, it could be raised by the 
court of its own motion. The word 
“shall” in the statute should be given 
ordinary effect. Inasmuch as the lega- 
tees were not parties to the proceeding 
the decree should be reversed and the 
cause remanded to the circuit court with 
directions to fix a time within which the 
legatees may be made parties, and if 
such parties are not brought in, a 
decree of dismissal should be entered. 


WILLs — Probate — Time Sequence 
of Signatures Not Material — 
Pages Need Not Be Fastened 


Iowa—Supreme Court 
In re Phillips Estate, 84 N.W. 2d 406. 


Contest was instituted over purported 
codicil on separate sheets of paper which 
were not fastened together at the time 
of execution and which was signed by 
the testatrix after the subscribing wit- 
nesses had signed but as part of the 
same transaction. 


HELD: Trial court erred in holding 
as a matter of law that the codicil was 
not properly executed. Where the testa- 
trix and subscribing witnesses _ sub- 
scribed as part of one transaction, the 
fact that the witnesses signed before 
the testatrix was immaterial. The separ- 
ate sheets did not have to be fastened 
together where they were all present in 
the room at the time of signing. 


A A A 


First Conservatorship 
Established Under New Law 


An 81-year-old retired Navy nurse be- 
came the recipient on September 11 of 
the first “conservatorship” under the 
new California law which took effect on 
that day. Judge L. N. Turrentine of 
Superior Court appointed the San Diego 
Trust & Savings Bank as “conservator” 
for Lt. (jg.) Frida Krook, who ex- 
plained that she feels fine and could 
handle her affairs herself if she so de- 
sired but “I. just want to make sure 
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that whatever happens everything will 
be done in a well organized manner.” 

Formerly, in order to have his af- 
fairs managed under a guardianship an 
individual had to be declared mentally 
incompetent, “A conservatorship is much 
simpler for the individual, and there is 
no question of having to be declared in- 
competent by the court,” trust officer 
Oliver James explained. “It enables the 
bank to safeguard a person’s property 
and act in many ways for his benefit.” 

Under the new statute (Ch. 1902), 
Sections 1701 to 2207 are added to the 
Probate Code, authorizing the court to 
appoint a conservator of an adult per- 
son who, by reason of advanced age, ill- 
ness, intemperance, mental weakness, or 
other disability, is unable properly to 
care for himself or his property, 07 who 
for such causes or for any other cause 
is likely to be deceived or imposed upon 
by designing persons. The conservatee 
has a right to select his own conservator, 
subject to the approval of the court, and 
after each selection, the relatives of the 
conservators are given preference in 
named order. 

The powers and duties of a conservator 





are generally the same as those 2f g 
guardian, but by order of court the con- 
servator may have additional powers, 
The court may direct the conservator to 
pay a part of the surplus income to the 
next of kin whom the conservatee w ould, 
in the opinion of the court, have aided, 
but for the existence of the conservator. 
ship. The conservator is entitled to com- 
pensation and must account for all re. 
ceipts and disbursements and file an 
inventory and accounting. 


A A A 
HOUSEKEEPER GETS $1,000,000 


The First Portland (Me.) Nationa] 
Bank was named co-executor in the will 
of the late Rev. Michael Kenely of Al- 
fred, Me., which left $1,000,000 to his 
housekeeper, Miss Marian E. Casey. Ob- 
jections to the will by nieces and nephews 
have been withdrawn. Miss Casey, a re- 
tired teacher, will receive all but $10,000, 
which will be divided between two col- 
leges, and $1,000 for memorial masses, 
Father Kenely built his estate primarily 
by trading in securities and held at his 
death the stocks of 76 companies. 
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Attorneys can understand his work... 
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You'll realize this on his very first visit. The re- 
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represent hours of fact-digging. These facts reveal 
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The purpose behind his study is to provide a plan 
for solving these problems so that your client can 
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mendations for a rearrangement of estate assets 
along more productive lines. 


Nothing is left to imagination. It’s all here in the 
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counsel for the benefit of your client. 
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with your client that lasts a long, long time. 
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